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Q2 2021 Alta Fox Opportunities Fund, L.P. Quarterly Letter                           July 2021  

Limited Partners, 

In Q2 2021, the Alta Fox Opportunities Fund (“the Fund”) produced a gross return of 21.75% and a 
net return of 17.93%. The Fund’s average net exposure during the quarter was 83.75%. Since 
inception in April 2018, the Fund has produced a gross return of 628.59% and a net return of 
424.29% compared to the S&P 500’s return of 72.88%, the Russell 2000’s return of 57.63%, and the 
Russell Microcap’s return of 64.95%.  

Alta Fox Opportunities Fund, LP Relevant Index Returns 
 Gross  

Return 
Net  

Return 
S&P 500 

(SPY) 
Russell 2000 

(IWM) 
Russell Microcap 

(IWC) 

Q2 2021 21.75% 17.93% 8.55% 4.29% 4.14% 

YTD 53.70% 42.43% 15.25% 17.54% 29.02% 

Since Inception 628.59% 424.29% 72.88% 57.63% 64.95% 

Annualized  84.24% 66.50% 18.35% 15.03% 16.65% 

 

As always, Alta Fox strives to ignore short-term fluctuations and instead focus on the intrinsic value 
growth in our portfolio holdings, which over the long run should converge with portfolio 
performance. We encourage limited partners to do the same— both in times of outperformance and 
underperformance. I firmly believe that in the long run, our strategy of buying high-quality and 
underfollowed businesses at cheap prices will deliver attractive absolute and relative returns. Most 
importantly, our process will remain disciplined with strict risk controls, minimal gross leverage, and 
a sound research process. 

 

Research Process Review 

At Alta Fox, we are aware that it can often be difficult to objectively recognize a good investment 
process independent of a good outcome (and vice versa). However, we believe objective process 
reviews are critical to improvement as an investor over time. With this awareness, we recently 
reviewed trade data since inception to analyze strengths and weaknesses in our process. I’ll start 
with the weaknesses.  

At launch in 2018, Alta Fox intended to focus primarily on small and micro-cap companies. Since 
inception, Alta Fox has lost money in micro-caps (<$100M market cap), and it is the only market-cap 
bucket that has detracted from performance on an aggregate basis. As we consistently highlight, we 
prefer buying companies with proven business models and durable competitive advantages. We are 
most comfortable when we understand an industry, the mentality of the CEOs for each of the major 
companies in each industry, and how we would compete with capital in that industry. While 
competitively advantaged microcap companies exist, they are rare. More often, these businesses are 
less proven and more speculative. While this realization is not a critique of micro-caps as a category, 
the more speculative nature of these companies makes it difficult for us to develop the level of 
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conviction we often find in more established businesses. Accordingly, since 2018, the Fund’s 
exposure to micro-caps has come down significantly. This reduction has been an organic product of 
our process and research framework (which includes a conviction score). We expect to continue to 
have minimal exposure to micro-caps as we favor more proven business models. 

Another common theme among our less successful investments to date has been investing alongside 
management teams that lacked sound capital allocation judgment. While past performance may not 
be indicative of future results, we have found a management team’s history of value creation in the 
public markets and prior endeavors to be highly correlated with future stock price performance. 
While it is always possible that a management team with a history of mediocre to poor capital 
allocation will suddenly improve its strategic decision-making, we have found this outcome much 
harder to predict.  

At Alta Fox, we have dedicated a significant amount of time to studying greatness in public markets—
the extreme outliers. Last year, we released our “Makings of a Multibagger” research, which studied 
some of the best-performing stocks over the five-year period from June 2015 to June 2020. More 
recently, we have allocated our case study time researching perennial value creators: CEOs that 
simply seem to succeed everywhere they go and create value well above their cost of capital and 
industry peers. We are in the process of creating a “Wall of Fame” in our office that will highlight 
some ultra-successful value creators. The display will serve as a reminder of the importance of 
management quality and will inspire our team to carefully be on the lookout for the next CEO worthy 
of a place on “The Wall.” We look forward to revealing some of the CEOs we are invested alongside 
that have earned Alta Fox “Wall of Fame” status through future letters and shared research. 

In terms of identifiable strengths, we have invested substantial time and resources in developing a 
robust, systematic, and repeatable process for comparing the relative attractiveness of a vast 
universe of companies. This process combines our financial model estimates and our qualitative 
judgments to produce an output that measures relative attractiveness and encourages optimal 
position sizing. The final product is a fluid and dynamic portfolio and watchlist dashboard that is 
meticulously updated and reviewed daily. The fine-tuning of this process is one of the most impactful 
improvements at Alta Fox since inception. Over time, as the total number of companies we evaluate 
grows, this comparative evaluation framework will become increasingly valuable and should serve 
as a growing competitive advantage for the Firm. 

The past three years have been filled with successes, lessons, and constant reminders that there are 
always ways to grow and improve. While we have improved our research efficiencies over time, there 
is a limit to how fast each analyst can conduct deep and high-quality diligence. The most frustrating 
thing for our research team is to see companies on our watchlist perform well and “run away from 
us” before we get a chance to complete our work. We are doing two things to address this concern. 
First, we are actively searching for additional research analysts to join our team, and even as we add 
analysts in the near term, we will constantly be on the lookout for top-tier talent. Our door is always 
open for passionate stock-pickers with a demonstrated track record of excellence and a 
determination to win in a collaborative environment. Our goal is to be the single best place in Texas 
to make a long-term investment management career for both research and operational roles. It is 
apparent that there is an ongoing industry-wide talent exodus from high-cost states to Texas, and we 
expect to be a significant beneficiary of this trend over time. 

https://static1.squarespace.com/static/5aaacb57506fbe4636414126/t/5f85c428b4bac16b20450df0/1602602051503/Conclusion+Deck-+Makings+of+a+MultiBagger+-+FINAL-compressed.pdf
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The second initiative to improve our research bandwidth and more quickly get through our watchlist 
is adding new technology tools to help efficiently identify, evaluate, and monitor our investments. I 
am generally skeptical about paid data sets widely available to all funds and eventually incorporated 
into security prices over time, largely eliminating any signaling effect. However, we believe we have 
identified opportunities for investment on the data side that will be proprietary to Alta Fox and a 
competitive advantage over time. With strong execution and the right application, additive data 
sources can help make our research process more efficient. 

 

Business Updates 

While near-term capacity remains fully committed, we have developed and are maintaining a waitlist 
of high-quality and aligned Limited Partners. Even in this position, we remain open to speaking with 
investors who understand our strategy and are long-term focused. Please note that the effective 
minimum initial investment is $1.0 million, and due to regulatory requirements, the Fund will only 
be available to Qualified Purchasers. 

 

Conclusion 

We are humbled that you have elected to invest a portion of your assets with Alta Fox. We continue 
to strive to improve all aspects of our research and operational processes in our pursuit of building 
a world-class investment firm. 

 

 

Sincerely, 

 

Connor Haley 

 

 

 

 

 

 

 

 

https://static1.squarespace.com/static/5aaacb57506fbe4636414126/t/600f140f7f1fdb0c74213fa6/1611600912130/Qualified+Purchaser+Definition.pdf
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APPENDIX: HISTORICAL PERFORMANCE FIGURES 

  Alta Fox Opportunities Fund, LP Net  S&P 500 Russell 2000 Russell Microcap 

Since Inception 424.29% 72.88% 57.63% 64.95% 

Annualized  66.50% 18.35% 15.03% 16.65% 
 

 

  
Alta Fox  

Gross Return  
Alta Fox 

 Net Return  
Alta Fox Average  

Net Exposure  
Q2-2018 7.82% 6.05% 79.31% 
Q3-2018 17.12% 13.68% 85.44% 
Q4-2018 -13.57% -11.52% 77.23% 

2018 9.13% 6.67% 80.66% 

    
Q1-2019 35.41% 28.10% 83.00% 
Q2-2019 12.39% 10.23% 83.45% 
Q3-2019 -2.21% -2.10% 79.07% 
Q4-2019 9.96% 8.29% 77.86% 

2019 63.63% 49.70% 80.84% 
    

Q1-2020 -26.77% -26.98% 75.12% 
Q2-2020 66.65% 60.47% 75.17% 
Q3-2020 37.38% 30.77% 85.36% 
Q4-2020 58.32%   50.44% 85.86%  

2020 165.41% 130.52% 80.37% 

    
Q1-2021 26.24% 20.78% 93.70% 
Q2-2021 21.75% 17.93% 83.75% 
Q3-2021    
Q4-2021    
YTD 2021 53.70% 42.43% 88.72% 
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Alta Fox Opportunities Fund, LP: Net Performance 
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Monthly Performance vs. Relevant Indices Since Inception 
 Alta Fox Net Return S&P 500 Russell 2000 Russell Micro-Cap 

Apr-18 2.03% 0.38% 0.86% 1.25% 
May-18 2.80% 2.41% 6.07% 7.22% 
Jun-18 1.11% 0.62% 0.72% 1.30% 
Jul-18 5.91% 3.72% 1.74% -0.07% 

Aug-18 7.77% 3.26% 4.31% 4.30% 
Sep-18 -0.40% 0.57% -2.41% -3.26% 
Oct-18 -8.55% -6.84% -10.86% -10.90% 
Nov-18 -0.25% 2.04% 1.59% -0.64% 
Dec-18 -3.01% -9.03% -11.88% -12.05% 
Jan-19 4.86% 8.01% 11.25% 10.49% 
Feb-19 11.08% 3.21% 5.20% 5.48% 
Mar-19 9.97% 1.94% -2.09% -2.95% 
Apr-19 4.67% 4.05% 3.40% 1.91% 
May-19 -1.14% -6.35% -7.78% -6.74% 
Jun-19 6.53% 7.05% 7.07% 6.19% 
Jul-19 -0.24% 1.44% 0.51% -1.36% 

Aug-19 -1.33% -1.58% -4.88% -6.29% 
Sep-19 -0.54% 1.87% 2.08% 2.28% 
Oct-19 1.13% 2.17% 2.63% 2.57% 
Nov-19 4.38% 3.63% 4.12% 4.64% 
Dec-19 2.59% 3.02% 2.88% 5.70% 
Jan-20 1.93% -0.04% -3.21% -4.66% 
Feb-20 -7.68% -8.23% -8.42% -6.84% 
Mar-20 -22.40% -12.35% -21.73% -23.43% 
Apr-20 23.10% 12.82% 13.74% 15.23% 
May-20 11.97% 4.76% 6.51% 6.63% 
Jun-20 16.43% 1.99% 3.53% 6.25% 
Jul-20 8.38% 5.64% 2.77% 1.07% 

Aug-20 16.38% 7.19% 5.63% 5.95% 
Sep-20 3.68% -3.80% -3.34% -3.17% 
Oct-20 5.53% -2.66% 2.09% 1.29% 
Nov-20 22.50% 10.95% 18.43% 20.44% 
Dec-20 16.37% 3.84% 8.65% 7.70% 
Jan-21 2.25% -1.01% 5.03% 14.22% 
Feb-21 13.28% 2.76% 6.23% 6.02% 
Mar-21 4.27% 4.38% 1.00% 2.31% 
Apr-21 8.55% 5.34% 2.10% 0.26% 
May-21 5.10% 0.70% 0.21% 1.64% 
Jun-21 3.37% 2.33% 1.94% 2.19% 
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Disclaimer 

Alta Fox Capital Management, LLC (“Alta Fox”) is an investment adviser to funds that are in the business of 
buying and selling securities and other financial instruments. This information is provided for informational 
purposes only and does not constitute investment advice or an offer or solicitation to buy or sell an interest in 
a private fund or any other security. An offer or solicitation of an investment in a private fund will only be made 
to accredited investors pursuant to a private placement memorandum and associated documents. 

Alta Fox may change its views about or its investment positions in any of the securities mentioned in this 
document at any time, for any reason or no reason. Alta Fox may buy, sell, or otherwise change the form or 
substance of any of its investments. Alta Fox disclaims any obligation to notify the market of any such changes. 

The Alta Fox Opportunities Fund’s Net Returns (“Alta Fox Net Return”) reflects the USD investment 
performance of a share class subject to a 1% management fee and 20% performance fee. The current Class A 
offering for investments greater than $3M continues to offer this fee structure. Net returns will vary by investor 
and share class. 2021 performance returns are estimated pending the year-end audit. Past performance is not 
indicative of future results. Actual returns may differ from the returns presented. Net return figures are 
reported net of all fees and expenses including management and performance fee. Each partner will receive 
individual statements showing returns from the Partnerships’ administrator. Reference to an index does not 
imply that the funds will achieve returns, volatility, or other results similar to the index. The total returns for 
the index do not reflect the deduction of any fees or expenses which would reduce returns. References to net 
exposure and attribution data are calculated using Bloomberg, which could be subject to errors.  

An investment in the fund/partnership is speculative and involves a high degree of risk. Opportunities for 
withdrawal/redemption and transferability of interests are restricted, so investors may not have access to 
capital when it is needed. There is no secondary market for the interests and none is expected to develop. The 
portfolio is under the sole trading authority of the general partner. A portion of the trades executed may take 
place on non-U.S. exchanges. Leverage may be employed in the portfolio, which can make investment 
performance volatile. An investor should not make an investment, unless the investor is prepared to lose all or 
a substantial portion of its investment. The fees and expenses charged in connection with this investment may 
be higher than the fees and expenses of other investment alternatives and may offset profits.  

The enclosed material is confidential and not to be reproduced or redistributed in whole or in part without the 
prior written consent of Alta Fox Capital Management, LLC. The information in this material is only current as 
of the date indicated and may be superseded by subsequent market events or for other reasons. Statements 
concerning financial market trends are based on current market conditions, which will fluctuate. Any 
statements of opinion constitute only current opinions of Alta Fox Capital Management, LLC which are subject 
to change and which Alta Fox Capital Management, LLC does not undertake to update. Due to, among other 
things, the volatile nature of the markets, and an investment in the fund/partnership may only be suitable for 
certain investors. Parties should independently investigate any investment strategy or manager, and should 
consult with qualified investment, legal and tax professionals before making any investment. 

The fund/partnership is not registered under the investment company act of 1940, as amended, in reliance on 
an exemption thereunder. Interests in the fund/partnership have not been registered under the securities act 
of 1933, as amended, or the securities laws of any state and are being offered and sold in reliance on exemptions 
from the registration requirements of said act and laws.  

The S&P 500, Russell 2000, and Russell Microcap are U.S. equity indices. They are included for informational 
purposes only and may not be representative of the type of investments made by the fund. References made to 
these indices are for comparative purposes only, with the S&P 500 Index utilized as a proxy for the equity 
markets. The fund’s portfolios are less diversified than these indices. Returns for the indices are stated as a 
total return amount which includes dividends. 


