
 

 

February 3, 2021 

Dear Partner,   

The performance of the Kinsman Oak Equity Fund was +9.6% for the year ended December 31, 

2020, net of all fees and expenses1 compared to the benchmarks set forth below.  

 

Performance (%) Q4 2020 YTD 2020 

Kinsman Oak Equity Fund* 6.4 9.6 

S&P 500 Index  12.2 18.4 

Russell 2000 Index 31.4 20.0 

TSX Composite Index 14.3 7.5 

 

*Inception date of the Kinsman Oak Equity Fund was Q2 2020 

  

SUMMARY OF FUND PERFORMANCE 

Significant contributors and detractors to performance are outlined below in alphabetical order:  

▪ Significant contributors: Alphabet (GOOG), Colliers International Group (CIGI), HD 

Supply (HDS), Tempur Sealy International (TPX), and Turning Point Brands (TPB).  

 

▪ Significant detractors: N/A.  

 

Significant Contributors  

We continue to maintain positions in all significant contributors mentioned above except for HD 

Supply, which was acquired by Home Depot (HD) in Q4 2020. Turning Point Brands was the unnamed 

consumer staples company discussed in our Q3 2020 letter. The Fund’s top five contributors were 

responsible for ~55% of gross returns in the long book. Our holdings throughout the year were 

predominantly U.S. listed stocks and the geographic exposure has not materially changed since year end.  

 

Significant Detractors  

The Fund had no significant detractors during the year. The differential in performance can be 

attributed entirely to cash drag. Prior to founding the firm, we had several conversations with our primary 

seed investor. Both parties thought it would be best to deploy the initial capital with patience, regardless of 

what the broader market conditions would be upon regulatory approval. In other words, our plan was always 

to build positions gradually over time until we were fully scaled in. We ended the year two-thirds invested.  

 

 
1 Individual performance may vary depending on Class of units held and subscription date.      info@kinsmanoakpartners.com 
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KEY TAKEAWAYS  

We strive to continuously optimize our internal process in the pursuit of maximizing alpha. This 

optimization process is iterative and requires constant re-evaluation of how we select stocks and construct 

the portfolio. Even small incremental changes will reap meaningful benefits as marginal gains compound 

over time. Below are a few key takeaways from the past year.  

▪ Our Highest Conviction Ideas Did Best  

Gains were most significant amongst our largest weights. Stocks in the bottom half of the portfolio 

underperformed those in the top half and did not contribute much in the way of diversification. This 

is unsurprising as correlations in general were quite high. It was a small sample size but if this trend 

continues, the Fund may lean towards the more concentrated range of our mandate in the future.  

 

▪ Focusing on Bottom-Up Stock Picking Drives Performance  

The best performing stocks in the portfolio were selected due to company-specific characteristics. 

Identifying opportunities with idiosyncratic prospective return profiles is time consuming. Our 

limited hours are best spent tirelessly turning over as many rocks as possible looking for needles in 

haystacks rather than reading about macroeconomic factors that provide little actionable value.  

 

▪ Heightened Volatility Tests an Investor’s Conviction in the Thesis  

At times, it was difficult to distinguish temporary price volatility (noise) from price movements 

related to changing fundamentals (signals). Rotation trades and re-normalization rips created 

choppy market conditions. Companies pulled forward guidance and investors had little visibility 

into underlying business performance. Having deep conviction in an investment thesis mitigates 

the risk of being whipsawed or shaken out of positions due to elevated levels of noise. Volatility 

creates opportunity for patient investors and sizing positions correctly provides the flexibility to 

take advantage of interim price swings. We believe a higher volatility regime is only beginning and 

we look forward to the challenges and the opportunities that presents going forward.  

 

REVIEW OF 2020 AND PREVIEW OF 2021 

Investors entered the year on autopilot when everything was turned upside down rather quickly. A 

sharp correction was met with an unprecedented policy response and markets never looked back. The Fed 

Put metastasized into a Government Put and the psychological pendulum swung from peak pandemonium 

to peak euphoria within months. It appears we may have finally reached the limit of monetary policy 

efficacy and increased reliance on fiscal spending will be the norm going forward.  

Market participants became more emboldened as the year progressed once it became clear policy 

makers would stop at nothing to keep financial assets from going down. A speculative mania ensued as the 

fear of missing out displaced the fear of losing money. This frenzy, unrivalled in terms of its breadth, shows 

no signs of abating anytime soon as reckless risk-taking has only continued to intensify so far this year.  

Central bank intervention distorts asset prices on its own, and this kind of manic investor behaviour 

amplifies the amount of noise. The combination makes it exceedingly difficult to discern market signals 

and true price discovery. Fractional ownership stakes in real businesses have been reduced to get-rich-quick 

vehicles for investors, check boxes on political scorecards, and to serve as a barometer for how much The 

Fed needs to dial up its accommodative measures (because there is no dialing it back now). 
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We believe conditions today share striking similarities to the dot-com era. Valuations are severely 

overextended while the appetite for risk-taking is the highest it has been since 1999. We could show you 

numerous charts and graphs to support our view that prices today would be considered nosebleed valuations 

in any historical context, but we do not see the point of reiterating the same content you see elsewhere.  

Suffice it to say, investors are relying on a never-ending supply of monetary accommodation and 

permanent real ZIRP to justify current valuations. Extrapolating anything indefinitely is asking for trouble, 

especially in the realm of economics where the future is wildly unpredictable. Even if omnipotent central 

banks could prevent negative outcomes until the end of time, starting valuations if you were to buy stocks 

today would practically guarantee a low expected rate of return on equities over the coming years. 

It’s worth noting overvaluation is pervasive throughout the market and is not only confined to a 

handful of large-cap stocks. Median multiples are excessive across all market capitalizations and most 

sectors. Ultra-low interest rates are often used as a reason to justify higher valuation multiples while the 

corresponding ultra-low real GDP growth rates they cause are largely ignored.  

From a sentiment perspective, everybody is looking for a reason to be bullish. Good news is good 

news and bad news is spun to fit a bullish narrative anyways. Like the progression of the dot-com bubble, 

investor enthusiasm has progressively shifted away from dominant high-quality companies to less 

established start-up companies with large total addressable markets but minimal, if any, legitimacy. We 

have the lowest put-to-call ratio, the highest small trader call option volume, the largest amount margin 

debt outstanding, and an explosion in retail participation.  

The market is inhospitable to bears and short sellers. Current short interest is close to record lows 

as many participants have opted to throw in the towel. After all, if central banks are determined to send 

stocks higher en masse, why bother swimming against such a strong current? Funds that decided to maintain 

short positions may have found themselves on the wrong end of a short squeeze and/or gamma squeeze 

orchestrated by coordinated groups of retail investors. A basket of heavily shorted stocks has significantly 

outperformed broad indexes year-to-date (Appendix A) and speaks volumes to current market sentiment.  

Investors are beginning to accept the notion large swathes of the market are firmly in bubble 

territory. We were early in raising our concerns, but it appears the rising speculative fervor is becoming 

increasingly difficult for others to ignore. Spotting bubbles is easy, navigating them is more challenging, 

and calling the top is impossible. If we are correct in our assertion that facets of this market are experiencing 

bubble-like characteristics, assessing systemic risk from the fallout cannot be done.  

Herein lies the existential question: Is risk even worth paying attention to anymore? A global 

pandemic shuttered economic activity overnight, unemployment spiked to Great Depression levels, and 

circuit breakers constantly halted trading last March. Despite all the carnage, this dip turned out to be one 

of the greatest buying opportunities of a lifetime. If you were able to close your eyes and remain invested, 

you probably came out unscathed within six months and made money by year end. Policy makers have 

reinforced the idea that the only thing to fear is fear itself, and if you remain invested, no matter the 

circumstances, you will be made whole.  

But the notion that policy makers will unconditionally have your back may prove to be incorrect at 

precisely the time when it is needed most. The faulty critical assumption embedded in this belief is that 

policy makers are willing and able to have your back at all times. In our opinion, believing this requires a 

gigantic leap of faith we are not comfortable making. We can envision a scenario where, despite best efforts, 

monetary and fiscal measures fail to have the desired effects on financial markets. As such, our answer to 

the existential question posed above is yes. We believe risk is always worth paying attention to.  
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The more immediate question is: Where do we go from here? We entered 2021 with infinite 

monetary policy accommodation, seemingly limitless fiscal stimulus, and the optics of strong sequential 

growth metrics for companies in most sectors. But everybody already knows this and the bull case from 

here disregards valuation multiples almost entirely. Sentiment-based warning signals are flashing red but 

fundamental warning signs are not there yet. We have explored this bizarre dichotomy in depth elsewhere 

and do not want to rehash it here. 

While the existence of an asset bubble appears likely, proximate causes for its bursting do not yet 

appear imminent. Bubble tops are commonly preceded by central bank tightening and rolling over 

fundamental indicators. We don’t envision a scenario where monetary or fiscal support is meaningfully 

withdrawn regardless of what happens to asset prices or inflation. We believe this cycle is destined to 

eventually culminate in a blow-off top. 

Halfway through this year people will begin to look forward to 2022. For better or worse, reality 

will eventually reassert itself. The expectation of pent-up demand is embedded in prices. Labour market 

conditions are a big question mark and the propensity to save may be much higher than the market 

anticipates. Transitory reflation could ultimately give way to stronger structural deflationary forces.  

Animal spirits can drive excesses over long stretches of time, but eventually stock prices will 

approximately reflect their intrinsic value. If past cycles have taught us anything, it’s that excesses can 

persist for far longer than people think. Further, just because certain pockets may be in bubble territory, it 

doesn’t mean every publicly traded security is overvalued. We feel a lot of opportunity exists despite our 

belief that excessive froth permeates many areas of the market.  

 

WHERE WE SEE FROTH  

While much ado is made about FAANGM valuations in the financial media, we believe four other 

areas will prove to be more troublesome over the coming years. In our view, the biggest dislocations 

between stock price and fair value are concentrated in the following pockets. The first two encapsulate how 

the fear of missing out has escalated into you only live once. The following two are comprised of real 

businesses whose valuations are pricing in too much optimism. 

 

Short Squeeze Bubble  

GameStop (GME) is the poster child for this basket. To sum it up briefly, a group of investors/retail 

traders targeted heavily shorted stocks and attempted to create a short squeeze/gamma squeeze by 

purchasing large amounts of shares and out of the money call options. A self-reinforcing process pushes 

shares higher and higher as short sellers are forced to cover and market makers buy shares to hedge the call 

option writing. Although GameStop has received the most attention, this kind of dynamic was not confined 

to only one stock. Other examples are listed in Appendix B.  
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Greater Fool Bubble  

Under normal market conditions, the constituents of this basket would generally be considered 

productive hunting grounds for short opportunities. Many could also be included in the short squeeze bubble 

category. These businesses tend to have smaller market caps and are highly speculative. Included in this 

group would be overvalued SPACs, “electric vehicle” businesses with limited operating histories, dubious 

Chinese-listed companies, and the like.  

These stocks have performed well and garner a lot of social media hype as inexperienced investors 

gamble with their stimulus checks and encourage others to do the same. Examples include Nikola 

Corporation (NKLA), Blink Charging (BLNK), Plug Power (PLUG), Luminar Technologies (LAZR), etc. 

But at some point, the market will run out of greater fools. Collectively, shares in this group could drop in 

value by more than 90% without any noticeable ramifications for the broader market.  

 

TAM Narrative Bubble  

GAAP means Growth At Any Price for businesses with large TAMs and compelling narratives. We 

believe expensive software companies trading between 30x-200x forward revenues will significantly 

underperform the market over the next ten years. Companies in this frothy pocket are emblematic of a 

market that is price insensitive for growth. It is impossible to justify owning these stocks with any 

semblance of valuation discipline, even if there are winner-take-all dynamics at play. Paying $50 for $1 

worth of sales while the company loses money is a difficult valuation to ever grow into, no matter how 

large the TAM is and regardless of how well the business executes.  

Even worse, the TAM bubble has progressed beyond high-quality software companies with high 

margins, network effects, recurring revenues, etc. to a subset of narrative stocks disguised as great 

businesses. These posers possess none of the same valuable characteristics but instead tout negative unit 

economics, low switching costs, minimal barriers to entry, and barely any scale benefits. But for now, this 

group of stocks can continue rising as very expensive may become very, very, very expensive.  

 

Re-Opening Euphoria   

The vaccine development and subsequent rollout has fueled a lot of optimism for businesses geared 

towards the re-opening trade. We understand why but feel many stocks have experienced strong rallies that 

far exceed the expected fundamental improvements. At this point, valuations leave very little room for 

further gains. We have compiled a list of stocks in Appendix C and compare pre-virus EBITDA 

expectations to current EBITDA expectations. The average FY22 estimate has declined by 8% while the 

average stock price has increased by 32%. The delta between the change in expectations and the change in 

stock price is jarring, in our view, and we question how much more upside, if any, these stocks have.  

For instance, the Russell 2000 lost $1.02 trillion worth of market cap from peak to trough in early 

2020, but has since gained $1.77 trillion, way overshooting prior highs (Appendix D). The index’s market 

cap is ~30% higher today despite a deteriorating two-year growth outlook when compared to pre-virus 

expectations. Even if investors are prepared to look beyond short-term uncertainty, valuations reflect all 

kinds of sunshine and rainbows at other side of the tunnel. Value and re-opening are not synonymous terms. 

Most of these businesses are simply not cheap on an absolute or relative basis.  
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WHERE WE SEE OPPORTUNITY  

From a stock picker’s perspective, we see a lot of opportunity investing in off the beaten path ideas, 

where we find most of our success, and two large cap tech stocks we believe are relative bargains hiding in 

plain sight. From a bigger picture perspective, we are optimistic about the future of active management.  

 

Off the Beaten Path Ideas 

The rising tide eliminated low-hanging fruit where broad sectors or sub-sectors could have been 

blatantly undervalued. Everything that remains cheap now is cheap for a reason. Instead, we are finding 

company-specific opportunities on the long side which should possess an idiosyncratic return profile. 

Positive needle-moving fundamental developments can provide substantial upside in the intermediate term, 

regardless of what the broader market does. Negative developments will have the opposite effect. These 

stocks tend to have smaller market caps, and are generally underappreciated, neglected, or misunderstood.  

 

Two Large Cap Tech Stocks 

Our view on Alphabet (GOOG) and Facebook (FB) may be somewhat controversial. The bear case 

for both boils down to antitrust risk and valuation. Our thesis is predicated on the belief that real earnings 

power, especially for Alphabet, is higher than it appears on the surface. At first glance, Alphabet’s P/E 

appears to be 30.2x. Adjusting for net cash brings this down to 27.9x. Alphabet’s “Other Bets” segment 

generates de minimis revenues but reduces operating income by 13%. Adjusting for that (and assigning 

zero value to a segment that includes Waymo, Nest, and Verily) brings the multiple to 24.7x versus the 

S&P 500 trading at 22.3x.  

Alphabet, at a 10% premium to the S&P 500, is one of the biggest relative value bargains hiding in 

plain sight we have seen. Alphabet has a much deeper moat, better margin profile, less capex requirements, 

and faster growth profile than the average company within the index (estimated 18% CAGR for the next 

two years versus 8% for the S&P 500).  

Pushing the envelope, Alphabet’s multiple would be lower than the overall market if the company 

treated stock-based compensation as dilution and/or if research & development was capitalized instead of 

expensed. Internally we use a more detailed sum-of-the-parts analysis to more closely approximate intrinsic 

value.  Further, Waymo provides significant upside optionality, especially if you believe Tesla’s “full self 

driving” technology justifies a large portion of its market cap.  

Facebook, although to a lesser degree, is a relative value bargain as well. We believe the company 

possesses an element of platform risk that Alphabet does not but, compared to the rest of the market, the 

stock still seems undervalued. We compared Facebook to the Russell 2000, an index full of cyclical 

businesses that are considered no-brainers at the beginning of a recovery and popular re-opening stocks that 

are poised to go higher after the vaccine is distributed (Appendix E). Facebook is significantly cheaper, 

growing faster, has a larger economic moat, superior margin profile, and requires less capex.  

In short, we believe the obfuscated earnings power makes Alphabet and Facebook appear more 

expensive than they really are. After adjusting for factors like “Other Bets” in Alphabet’s case or net cash, 

stock-based compensation, and research and development treatment for both, it becomes clear that investors 

are being adequately compensated for the associated antitrust and regulatory risk.  
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Pent-Up Dispersion 

We hear a lot about pent-up demand, but we are far more excited about pent-up dispersion. Stocks 

have spent the past year trading in baskets based on narratives, headlines, and momentum. Correlation was 

high between groups of stocks depending on their sensitivity to the pandemic. For instance, there was little 

dispersion within the liquidity beneficiaries basket, the stay-at-home basket, and the re-opening basket. 

Companies that didn’t deserve to rally did so, and companies that deserved to rally more didn’t rally enough. 

The constituents traded in unison irrespective of underlying fundamentals. 

We expect the dichotomy between winners and losers to be accentuated as economic conditions 

begin to normalize. Some companies will emerge as structurally improved market share gainers while 

others will emerge weaker and more indebted. It remains to be seen whether COVID-19 beneficiaries will 

continue to experience tailwinds from an acceleration of a pre-existing secular trend or if increased sales 

were a one-time mean-reverting bump that pulled forward demand from future periods. A potential black 

hole of demand potentially awaits companies that fit the latter.  

Elevated valuations are a pull forward of future returns, the same way excessive debt is a pull 

forward of future demand. Expensive beginning valuations essentially guarantee below average long-term 

returns. But while markets may have low returns going forward, the right stocks won’t. Increased dispersion 

of underlying fundamentals should provide tailwinds to active management, offsetting some of the 

headwinds from a continued shift to passive investment vehicles.  

 

Accelerating Pace of Innovation 

The pace of innovation is continuing to accelerate which creates a lot of opportunities to identify 

potential winners. On top of that, more sectors are experiencing a winner take all dynamic which can present 

interesting opportunities provided the stocks are not wildly overpriced. Many businesses in the TAM 

Narrative Bubble referenced above fit this description and we may look to initiate positions if valuations 

multiples suddenly contract.  

 

Survival of the Biggest  

Industry leaders are increasingly becoming market share gainers. The pandemic and the associated 

lockdown measures disproportionately impacted smaller businesses. Companies without excess liquidity, 

access to cheap credit, or scale benefits likely lost significant share to larger competitors who had those 

things. This dynamic could potentially drive consolidation in some industries and will almost certainly 

result in a more concentrated competitive landscape either way. In short, the big will get bigger. 

 

When It Rains, It Pours 

An accelerated pace of innovation combined with an increasingly fierce competitive landscape puts 

second and third tier players in an incredibly disadvantageous position. These businesses are already losing 

share to larger traditional competitors. At the same time, they will likely cede additional market share as 

new, more innovative, entrants encroach on their turf. While these stocks may screen cheap, we would 

suggest exercising caution. Shrinking revenues, an abruptly deteriorating economic moat, and high 

operating leverage are the ingredients for a perfect storm.  
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PORTFOLIO UPDATE  

The Fund held nineteen long positions and no short positions as of the end of the fourth quarter. 

Net exposure was roughly two-thirds invested. While the Fund remains conservatively positioned, we 

continue to deploy capital opportunistically. This includes both adding shares to some of our existing 

positions and finding new investment opportunities.  

  

LONG POSITIONS 

The breakdown of the Fund’s nineteen long positions are as follows: seventeen are U.S. listed, one 

is Canadian listed, and one is a commodity. The top ten holdings are two thirds of the Fund’s net asset 

value, excluding cash. We continue to be overweight value-oriented stocks rather than narrative-driven 

expensive momentum stocks. The Fund does not have any exposure to biotech, financials, or energy. 

 

SHORT POSITIONS 

The Fund did not initiate any short positions throughout the year for two reasons. First, we have 

yet to fully deploy capital on the long side. Second, as mentioned earlier, the current market environment 

has been one of the worst backdrops we have seen for shorting stocks. Again, we refer you to Appendix A 

and introduce Appendix F. A short thesis, no matter how strong, could have paled in comparison to the 

speculative fervor in the market. We avoided the temptation to short in such a target rich environment but 

have compiled a comprehensive list of potential shorts while we wait for more conducive market conditions. 

We prefer to shoot fish in barrels rather than step in front of freight trains.  

 

LOOKING BEYOND 2021 

We do not believe we are in the early stages of a new bull market given the brevity of last year’s 

decline and rally. Healthy bottoming out processes that mark the end of one cycle and the beginning of 

another take time. A certain degree of cleansing is required to address the misallocation of capital that 

occurs during the eight and ninth inning of the prior bull market. As such, we feel it is more likely we are 

still in the same cycle as we were one year ago.  

Assessing the strength of the economic recovery is difficult to gauge with unprecedented monetary 

easing and fiscal largess clouding underlying indicators. It is bad enough these measures distort asset prices 

but, even worse, they obfuscate important warnings signals. We wonder how robust this recovery really is 

if the Fed believes even thinking about thinking about raising rates will cause it all to unwind. If economic 

function requires continuous life support from ultra-low artificial interest rates and ever-increasing fiscal 

deficits, can it ever truly recover and stand on its own two feet?  

Longer-term, the outlook depends on how the economy performs after the effects of the pandemic 

subside. The economy may benefit from temporary pent-up demand but, upon normalization, it will be 

saddled with a larger debt overhang, lower interest rates, and less creative destruction. All of which point 

to structurally lower real GDP growth, like Japan and Europe. We wrote about the lost decade for equities 

in our launch letter and our conviction in this thesis has increased since we first discussed it.  
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The upward trajectory of the stock market masks its inherent fragility and valuations remain 

expensive. A black swan-level event is no longer required for something catastrophic to happen. As such, 

we believe the way forward involves tighter risk management and using interim volatility to our advantage.  

Each subsequent policy response to economic turbulence is exponentially greater than the one 

preceding it. The magnitude of monetary easing and fiscal stimulus during the next crisis will make current 

measures look like a warm-up, the same way we think about past policy responses compared to today. 

Central banks find themselves on an unsustainable treadmill, stuck in a debt trap, that we can no longer 

grow our way out of. Eventually, the only two options will be deflationary defaults or inflating it away.  

Comparing the speculative fervor today to the dot-com era may seem overly pessimistic but it is 

worth noting active stock picking and value investing in general performed well for many years post-bust. 

Perhaps this is wishful thinking on our part, and we recognize valuations are not as cheap today as they 

were back then, but we see an opportunity for active managers to add value.  

Further, in a world of zero percent real yields, there is simply nowhere else to be invested. We see 

no viable alternative to owning equities and other risk assets at this juncture. As such, we continue to deploy 

capital opportunistically into specific securities we feel will experience an idiosyncratic return profile, while 

being cognizant of potential looming market risks on the horizon.  

 

Sincerely,  

 

Alexander Agostino  
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APPENDIX 

Appendix A: Goldman Sachs Most Shorted Rolling Index (GSCBMSAL) 

 

 

Appendix B: Kinsman Oak Short Squeeze / Greater Fool Basket 

 

Short Squeeze / Greater Fool Bubble Basket

Ticker Price 1YR Low 1YR High Pct. Chg. YTD Pct. Off High

AMC 8 2 20 269% -61%

BB 15 4 29 75% -49%

BBBY 25 3 54 43% -53%

BLNK 48 1 64 12% -25%

CURI 17 7 21 18% -21%

DDD 39 5 45 271% -14%

EXPR 3 1 14 271% -76%

FCEL 21 1 25 92% -14%

FD 33 2 38 102% -13%

FIZZ 122 34 196 43% -38%

FOSL 14 3 28 56% -50%

GME 90 3 483 378% -81%

GSX 83 23 149 61% -44%

IRBT 113 33 197 41% -43%

KOSS 20 1 125 481% -84%

LAZR 33 9 48 -4% -31%

LGND 177 57 199 78% -11%

M 14 4 22 22% -36%

MAC 13 4 26 15% -50%

NIO 56 2 67 14% -16%

NKLA 23 10 94 51% -76%

NNOX 71 20 94 56% -24%

PETS 35 20 57 9% -39%

PLUG 64 3 76 90% -16%

RIOT 21 1 29 26% -28%

SIG 42 6 44 55% -5%

SOLO 8 1 14 29% -43%

SPCE 49 9 59 105% -17%

TLRY 23 2 28 184% -18%

WKHS 34 1 40 73% -15%

MEDIAN 100.5% -36.4%

AVERAGE 56.0% -33.8%

S&P 500 1.9% -1.1%
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Appendix C: Kinsman Oak Re-Opening Euphoria Basket 

 
 

 

Pre-COVID versus Today: Forward EBITDA Estimates Down While Share Prices Up

EBITDA FY21 Ests. EBITDA FY22 Ests. Stock Price

Ticker Pre-Virus Current ∆ Pre-Virus Current ∆ Pre-Virus Current ∆

AAP 1,205 1,145 -5.0% 1,179 135 155 14.8%

BJRI 129 82 -36.6% 131 125 -4.6% 42 46 10.4%

BKNG 6,769 3,281 -51.5% 7,330 5,670 -22.6% 1,942 2,079 7.1%

BOOT 135 125 -7.4% 142 34 59 73.5%

CAT 9,756 9,063 -7.1% 10,524 9,625 -8.5% 136 190 39.7%

CMG 1,116 1,115 -0.1% 1,320 1,409 6.7% 902 1,518 68.3%

DIS 20,118 9,352 -53.5% 20,862 17,279 -17.2% 130 177 36.2%

EAT 416 336 -19.4% 417 431 3.3% 42 62 47.6%

EYE 230 225 -2.2% 255 247 -3.1% 35 49 40.0%

FIVE 402 382 -5.0% 496 468 -5.6% 115 183 59.1%

FRGI 63 50 -20.6% 54 10 16 59.2%

LEA 1,957 1,864 -4.7% 2,037 2,156 5.8% 122 160 31.1%

LYV 1,190 481 -59.5% 1,279 1,015 -20.6% 71 71 0.0%

MIDD 689 573 -16.9% 693 635 -8.4% 112 136 21.4%

NOVT 156 127 -18.6% 137 90 131 45.6%

NWL 1,422 1,412 -0.7% 1,577 1,471 -6.7% 20 26 28.4%

PLAY 310 104 -66.4% 241 45 35 -22.2%

PLCE 227 145 -36.0% 169 67 70 4.5%

TACO 66 58 -11.4% 63 8 10 33.3%

THRM 179 160 -10.6% 182 48 65 35.4%

TKR 730 733 0.4% 771 786 1.9% 54 79 46.3%

TT 2,971 2,144 -27.8% 2,759 2,298 -16.7% 112 145 29.5%

TXRH 382 351 -8.2% 408 420 3.0% 63 83 31.7%

WBT 350 202 -42.3% 396 236 -40.4% 14 14 1.0%

WDFC 103 104 1.1% 110 114 3.6% 187 301 61.0%

MEDIAN -11.4% -5.6% 33.3%

AVERAGE -20.4% -7.7% 32.1%

Post-COVID Normalization Valuations Are Expensive

P/E

Ticker FY21 FY22

AAP 16.1x 14.6x

BJRI 664.3x 24.9x

BKNG 36.1x 20.2x

BOOT 26.1x 22.3x

CAT 23.8x 18.2x

CMG 66.0x 49.6x

DIS 104.7x 36.8x

EAT 24.3x 14.7x

EYE 53.6x 43.5x

FIVE 45.4x 36.9x

FRGI 114.6x 73.0x

LEA 11.1x 8.8x

LYV NM 417.7x

MIDD 22.4x 18.4x

NOVT 58.0x 52.4x

NWL 15.3x 14.1x

PLAY NM 34.3x

PLCE 21.7x 16.7x

TACO 23.3x 20.0x

THRM 26.0x 21.8x

TKR 16.4x 14.5x

TT 28.2x 24.9x

TXRH 31.9x 24.5x

WBT 41.2x 25.5x

WDFC 51.4x 49.1x

MEDIAN 28.2x 24.5x

AVERAGE 66.2x 43.9x
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Appendix D: Russell 2000 ∆ Market Cap Previous Two Years 

 

 

Appendix E: Russell 2000 vs. Facebook Relative Valuation 

 

 

Appendix F: Goldman Sachs Non-Profitable Tech Index (GSCBNPTC) 

  

Russell 2000 (RTY) vs. Facebook (FB)

RTY FB

FY21

EV/EBITDA 16.9 12.7

P/E 35.1 21.5

Rev Growth Y/Y 19.5% 25.1%

EBITDA Margin 11.3% 50.7%

FY22

EV/EBITDA 14.4 10.9

P/E 26.3 18.7

Rev Growth Y/Y -5.1% 19.0%

EBITDA Margin 14.0% 51.5%

FY23

EV/EBITDA 12.5 9.2

P/E 25.6 15.7

Rev Growth Y/Y -1.2% 16.2%

1-Year Stock Performance 33% 32%
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LEGAL INFORMATIO N AN D DI SCLOS URES  

This commentary is intended for informational purposes only and should not be construed as a solicitation for investment in the Kinsman Oak 

Equity Fund. The Fund may only be purchased by accredited investors with a high risk tolerance seeking long-term capital gains. Read the Offering 

Memorandum in full before making any investment decisions. Prospective investors should inform themselves as to the legal requirements for the 

purchase of shares.  

The views expressed are those of the author as of the date indicated. Such views are subject to change without notice. The information in this 

document may become outdated. The author has no duty or obligation to update the information contained herein. Forward-looking statements, 

including but not limited to, forecasts, expectations, or projections cannot be guaranteed and should not be relied upon in any way. Actual results 

or events may differ materially from any forward-looking statements contained herein. The author has no obligation to update or revise any 

forward-looking statements at any time for any reason. Do not place undue reliance on forward-looking statements.  

This document is being made available for educational and informational purposes only. The information or opinions contained herein do not 

constitute and should not be construed as investment advice under any circumstance. Investing involves risk including the complete and total loss 

of principal.   

In preparing this document, the author has relied upon information obtained from independent third-party sources. The author believes that these 

sources are reliable and the information obtained is both accurate and complete. However, the author cannot guarantee the accuracy or 

completeness of such information and has not independently verified the accuracy or completeness of such information.  

The author may from time to time have positions in the securities, commodities, currencies or assets mentioned herein. References to specific 

securities, commodities, currencies or assets should not be construed as recommendations to buy or sell a security, commodity, currency or asset. 

Furthermore, references to specific securities, commodities, currencies or assets should not be construed as an indication of any past, current, or 

prospective long or short positions held by the author.  

This document may not be copied, reproduced, republished, posted, or referred to in whole or in part, in any form without the prior written consent 

of the author.   

 

 

 

 

 

 

 

 

 


