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January 2021 

Dear Partners, 

 

For the fourth quarter, 1 Main Capital Partners, L.P. (the “Fund”) returned 19.2% net of fees and 
expenses1, bringing its year-to-date return to 58.1%. Since inception, the Fund has delivered an annualized 
net return of 21.2%, compared to 12.5% for the S&P 500 and 9.4% for the Russell 2000. 

Over this past year, equity markets performed better than anyone could have predicted after COVID 
concerns first arose; for that, we are fortunate. At the same time, many families and businesses had a 
rough go of it, so I continue to wish a return to normalcy for everyone. 

Despite the recent gains in the value of our holdings, it is important that we do not lose sight of the fact 
that the quoted price of a stock is just that. There will undoubtedly be years when the businesses we own 
make great progress at growing their value, but quoted prices will be slow to follow. 

However, over the long-term, price and value should converge, and I expect that we will be rewarded for 
our continued focus on finding well-managed, predictable, attractively-valued businesses with solid 
growth prospects. On that basis, I am happy to report that our current portfolio remains in great shape, 
as is the quality and depth of our focus list.  

Time flies when you’re having fun. 

It’s hard to believe that it has been this long, but the end of this month marks the Fund’s 3-year 
anniversary. In the case of building our partnership, an old idiom proved to be fully accurate: time flies 
when you’re having fun. 

I am thankful for the trust you have placed in me by coming along for the ride, and I continue to strive to 
become a better investor each day on your behalf. I do have a confession to make though. When it’s this 
much fun, it isn’t really work.  

Over the last 3 years, I have continued to refine the Fund’s investment process, including the way we 
underwrite each position, size it and most importantly, how we construct the broader portfolio to manage 
risk and avoid taking on any risk of ruin.  

We have lived to fight another day through Volmageddon (February 2018), trade wars coinciding with fed 
tightening cycles (Q4’18) and unexpected global pandemics (2020).  

I have learned from my many mistakes and have constantly re-evaluated and re-underwritten our winners 
as well as our losers to ensure that our process is sound and that when we are making money it is for the 
right reasons. 

We have avoided using excessive leverage or taking on unnecessary risks. On the contrary, we have largely 
remained underinvested and concentrated in high-quality, well-capitalized and reasonably-valued 
businesses. 

 
1 Performance data is presented for the Fund’s Class A Interests, and is net of any accrued incentive allocation, 
management fees and other applicable expenses (as disclosed in the Fund’s Confidential Private Offering 
Memorandum), include the reinvestment of dividends, interest and capital gains, and assume an investment from 
inception. Returns for month-end and year to date 2020 are estimated, and un-audited. For investor specific returns, 
please refer to your capital statements. Due to the format of data available for the time periods indicated, net returns 
are difficult to calculate precisely. Please see the last page for important disclosure information.   
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Our flexible mandate has allowed us to make money by owning many different types of investments, small 
businesses and large, US-based and international, those in secularly-growing end-markets and low-growth 
ones, fundamental investments and opportunistic special situations. 

I can assure you that I will continue to refine this process over time, and that I will consistently apply any 
learnings to new investments going forward. For these reasons, I am both confident and optimistic that 
our outlook is even brighter today than it was 3 short years ago, and I look forward to continuing to 
manage your capital alongside mine for years to come.  

Gamma-fication of Markets 

In the last few quarterly letters, I have discussed several emerging trends of growing significance to 
markets. My comments touched on increasing retail participation as well as intensifying speculation in 
various asset classes. 

Most recently, retail investors have found a new cheat code that they have been using with force: gamma. 

 

Source: Bloomberg 

As can be seen in the chart above, daily call options volumes in the US have exploded over the last two 
years and are taking on an increasingly influential role in equity markets. These instruments are a form of 
leverage that can be customized by their buyers. The further out-of-the-money one goes, and the shorter 
the duration they accept, the more leverage they get out of the option.  

Not surprisingly, with an increasing appetite for speculation, option buyers have gravitated towards 
contracts that are further and further out-of-the-money.  

Market makers that sell these leveraged instruments to buyers have no intention of making a directional 
bet on the underlying asset, so they go out and hedge their sale by buying the underlying. However, when 
an option is far out-of-the-money, market makers buy very little of the underlying. After all, at that point, 
the odds of the contract being exercised are low, so the option seller does not need to be entirely hedged. 

As the price of the underlying security approaches an option’s strike price though, option sellers in turn 
buy an increasing amount of the underlying to hedge their position.  
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The change in how much of the underlying that an option seller must buy to remain hedged is known as 
“gamma.” In stocks where there are large quantities of out-of-the-money options being bought (or sold), 
gamma can cause very magnified moves, especially if option sellers are caught owning too much or too 
little of a given security.  

Some retail investors have caught onto this phenomenon and learned to weaponize gamma by organizing 
to make aggressive, concentrated, levered, one-way bets on specific stocks. In doing so, they have in some 
cases created persistent positive feedback loops that have led to massive moves in stock prices that 
sometimes cannot be explained by fundamentals alone.  

They have even taken it a step further by weaponizing the gamma in highly shorted securities where they 
know that shorts will have to eventually join the options sellers in buying a stock as it begins to rise.  

In my view, this gamma-fication of markets has led to more unhealthy speculation, and the associated 
leverage is a systemic risk that will hopefully be addressed by market participants or regulators before it 
gets out of control and starts to affect broader financial markets. 

In the meantime, I continue to strive to better understand gamma’s growing impact on assets. You can be 
sure that I will always respect the market’s force and will not put the Fund at risk of ruin by being overly 
exposed to a single security whether on the long side or the short.   

Fourth Quarter Contributors2  

The Joint (JYNT), KKR & Co (KKR), Limbach Holdings (LMB), RCI Hospitality (RICK) and Superior Industries 
(SUP) were the largest drivers of performance in the quarter, accounting for approximately 16% of 
performance. 

Top 5 Positions 

As of December 31st, the Fund’s top 5 positions were the boating basket (BC, MBUU and MCFT), The Joint 

(JYNT), KKR & Co (KKR), Limbach Holdings (LMB) and RCI Hospitality (RICK). Together, these holdings 

accounted for approximately 51% of assets.  

The Joint (JYNT) is a rapidly growing franchisor (~90% of locations) and owner (~10% of locations) of nearly 

600 chiropractic clinics across the U.S. that operate on a private-pay, cash-based model. The company 

was founded over 20 years ago, with the vision of improving the quality of life for its customers through 

routine chiropractic care that is convenient, affordable, and patient-centric.  

Driven by a focus on customer satisfaction, JYNT has made it more convenient for patients to see doctors 

at its clinics than at traditional practices. The company’s locations are clean and modern-looking, wait 

times are typically short and ancillary products and services are not aggressively pushed to patients. 

The company’s simplistic model is also a win for its staff; doctors can concentrate on patient care while 

administrative staff can focus on customer service and scheduling rather than them both having to deal 

with complex insurance contracting, documenting, billing, and collecting. 

This efficient operating model allows JYNT doctors to see nearly 3x the number of patients compared to 

traditional competitors. In turn, the company can price its services well below typical levels. In fact, most 

 
2 Attribution is presented gross of management fees, expenses, and incentive allocations.   
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patients would pay more in insurance co-payment at a traditional chiropractor than they would in total if 

they just went to a JYNT clinic and paid fully in cash, where the average spend per visit is $29. 

Now, if it is better for patients, better for employees and cheaper than the competition, the unit 

economics must suck, right? Well, not quite.  

A typical corporate location generates greater than 50% ROIC and has a payback of less than 3 years. Each 

unit requires an investment of approximately $235k, including $180k of build-out costs and $55k of first-

year losses. However, by year 3 the location generates roughly $500k of revenue and $130k of operating 

profit. Not too shabby.  

For franchisees, units generate greater than 35% ROICs and paybacks of approximately 3.5 years, after 

considering the added $40k per-location franchise fee and 7% royalty on gross sales. Also quite strong. 

Despite its largely franchised model, the company has been largely unprofitable until very recently, as it 

has invested in corporate infrastructure to support its growth ambitions. However, in 2019 the company 

finally stepped over these corporate investments and started to generate earnings that are now being 

used to aggressively expand the corporate-owned store base.  

Given the compelling economics outlined above, the rapid acceleration of corporate-owned stores should 

lead to significant growth in future earnings and free cash flow that is not yet fully appreciated by 

investors. 

In the coming 3-5 years, I anticipate that JYNT will grow its owned units by 2-3x, while the franchised 

location count should continue to grow at a double digit CAGR. In this scenario, I expect that JYNT will 

grow its EBITDA and EPS by over 5x current levels to more than $50 million and $2, respectively. 

Importantly, the growth outlook for the company will likely remain quite bright well beyond this 

projection period, as the company will still be underpenetrated relative to the 1,800+ clinics management 

believes it can build in North America and compared to the broader North American market which is 

comprised of ~50k chiropractic clinics.  

Despite JYNT’s appreciation from the Fund’s average cost of approximately $17 per share, I believe there 
continues to meaningful upside to the shares as the company continues to execute against the growth 
opportunities in front of it. 

Opportunistic Positions  

In most quarterly letters, I spend time discussing the Fund’s core positions, since that is where a vast 

majority of the partnership’s capital is allocated and that is what I spend a most of my time researching. 

For core positions, I am looking for predictable, high-quality, growing businesses with strong management 

teams that are selling for a reasonable multiple of earnings or FCF several years out. 

However, many of you know that I occasionally initiate opportunistic positions when I believe that we are 

presented with an opportunity with a reasonably good chance of making many multiples of our risked 

capital within a short period of time. 

For example, in the Q3’19 letter, I discussed the Fund’s position in GCVRZ, a publicly traded contingent 

value right that had the potential to be worth more than $15 per right pending litigation, or a more likely 

$3-7 upon a favorable settlement, relative to the Fund’s purchase price in the mid-50c range. 

https://www.1maincapital.com/s/Q319-letter.pdf
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While these types of positions have generally accounted for a small portion of the Fund’s capital, they 

have also accounted for a meaningful amount of our gains over time and I am hopeful that we will 

continue to find and make similar asymmetric bets going forward. 

Superior Industries (SUP) is one such example of an opportunistic position and was a meaningful 

contributor to the Fund’s Q4 performance, having tripled from our cost basis. Hopefully, things play out 

as I expect them to, and if they do I think it can triple again. 

SUP is a leading designer and manufacturer of automotive wheels in North America and Europe. I have 

been following the company from afar ever since its former CEO leveraged up the company to pursue a 

transformational acquisition several years ago, after which its stock price proceeded to decline by 95% 

over the next 3 years due to operational issues which led to leverage concerns followed by COVID. 

The company was founded in 1957 and was family controlled and operated until 2014, when the first 

outside CEO was brought in. After inheriting SUP with a clean balance sheet and leading market position 

in its primary North American market, this outsider decided to make his mark on the company with some 

geographic expansion and a transformational acquisition.  

 In 2017, the company announced the acquisition of UNIWHEELS, a leading supplier of automotive wheels 

in Europe, for $715 million in cash. At the time, SUP’s market capitalization was $600 million, and it had 

less than $100 million of net cash on its balance sheet, so the company took on considerable leverage to 

complete the acquisition. 

Soon after completing the acquisition, Superior’s North American division began to significantly 

underperform internal expectations due to weak volumes and its mispricing of some of its programs. In 

turn, equity holders were spooked by the high leverage and looming risk of insolvency. By the end of 2018, 

SUP’s stock had declined by over 80% from its pre-UNIWHELLS levels. A new CEO was hired in 2019, but 

COVID hit as he was trying to right the ship, causing the stock fell even further.  

During COVID, auto production practically came to a halt for a few weeks. In Q2, the company’s sales 

declined by nearly 60% YoY. Despite this rapid and unexpected hit to revenues, adjusted EBITDA was 

nearly breakeven due to the company’s flexible cost structure. By Q3, production began picking back up; 

in this period, revenue was down just 10% YoY, while EBITDA grew 20% driven largely by permanent cost 

reductions.  

Better yet, free cash flow was up even more than EBITDA due to aggressive working capital management. 

In fact, through the third quarter, SUP generated $60 million of free cash flow, reduced its net debt to 

$519 million and had record liquidity of $336 million. 

The Fund initiated its position in SUP after the impressive third quarter results and updated full-year 

guidance made it clear that imminent bankruptcy risk was low. At the time, the company’s market cap 

was a mere $35 million, compared to $50 million+ of annual free cash flow potential in a normalized auto 

environment. Our purchase price of less than 1x free cash flow made this a very asymmetric bet. 

While not the highest quality business, it is also not a horrible one. A vast majority of the company’s sales 

are to auto OEMs in North America and Europe, where it has the #1 or #2 position. Once spec’d onto a 

model, SUP’s wheels are rarely switched out until the program has a major update or reaches end of life. 

This provides decent visibility into revenues. Lastly, scale allows the company to have a lower cost 
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structure than competitors, while also investing in making higher value wheels (larger, lighter, stronger) 

to drive market share while also pushing per unit revenues and margins higher. 

New management also seems to have a better handle on the business than the prior team. In fact, in a 

show of confidence, the new CEO purchased $200k worth of shares not long after the Fund initiated its 

position. Lastly, the outlook for auto production is very robust over the next year, as auto dealer 

inventories were greatly reduced during COVID as production slowed while new car sales soared. 

In short, there are times when it makes sense to be flexible and relax some of the core position criteria by 
investing a small amount of capital into opportunities where we can make 5x or more on our investment 
over a relatively short duration. SUP is a good example of such an opportunity, and I am confident we will 
find more over time. 

Outlook  

My expectations for the coming year are for a (hopefully) boring economy. I am optimistic that COVID 

vaccines will be successfully administered to broad swathes of the global population and that global GDP 

will gradually enter a period of recovery. That, in addition to massive stimulus spending should provide a 

favorable backdrop for consumers to spend and for businesses to grow their earnings.  

At the same time, market valuations are on the high end of historical levels, though they are not extreme 

by any means, and especially not when compared to historically low interest rates.  

As pointed out in prior letters, there are certainly pockets of euphoria and speculation out there. As these 

pockets grow, it is natural to be concerned that their unraveling could eventually hurt consumer 

confidence and spending. However, I am hopeful that the global reopening will, at least for the mid-term, 

be the overwhelming factor helping to drive economic growth.  

You can rest assured that our portfolio is designed to avoid those pockets rather than to participate in 

them. Our companies are well-capitalized and will be in a position of strength should things turn.  

Regardless of whether the market grinds higher with earnings or sees a normal pullback on valuations, I 

remain optimistic that our holdings will grow their value meaningfully over the coming years.  

Of course, the most dangerous risks are the ones we are not thinking or talking about today and hopefully 
none emerge. If they do, I will keep an open mind and make sure we are positioned as though my net 
worth was substantially invested alongside you (it is). 

Organizational Update  

I am pleased that we continue to welcome new investors into our growing partnership and am thankful 

for those of you that have been invested since day one. 

In addition to constantly refining our investment process, we are also building out the tools and 

infrastructure that will help ensure our success as the Fund continues to scale.  

Most recently, we have initiated a relationship with Tourmaline Partners, an outsourced trading firm. We 

are being covered and serviced by Seth Hoenig, who was the head trader of Glenhill Capital, the fund that 

I worked for prior to launching 1 Main. Seth has decades of experience as a high touch trader and can help 

us source liquidity and get the best execution, which is especially important in some of the smaller and 

less liquid names that we sometimes traffic in.  
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We are also currently evaluating an upgrade to the Fund’s prime broker. More to come on that later. Stay 

tuned. 

As always, thank you for your continued support and confidence. Please reach out with any questions at 

yaron@1maincapital.com or 305-710-8509. 

 

Sincerely, 

Yaron Naymark 

 

 
Monthly Performance Summary3 
    

 
  

 
3 Performance Data is presented for the Fund’s Class A Interests, and are net of any accrued incentive allocation, 
management fees and other applicable expenses (as disclosed in the Fund’s Confidential Private Offering 
Memorandum), include the reinvestment of dividends, interest and capital gains, and assume an investment from 
inception. Returns for month-end and year to date 2020 are estimated, and un-audited. For investor specific returns, 
please refer to your capital statements. Due to the format of data available for the time periods indicated, net returns 
are difficult to calculate precisely. Please see the last page for important disclosure information. 

2020 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

1 Main Capital Partners - Gross -5.3% 7.8% -6.4% 5.6% 5.4% 9.5% 5.2% 6.4% 8.5% 0.6% 17.4% 4.1% 73.8%

1 Main Capital Partners - Net -5.4% 7.3% -6.3% 5.4% 4.6% 7.6% 4.2% 5.2% 7.0% 0.5% 14.6% 3.5% 58.1%

S&P 500 index - incl dividends 0.0% -8.2% -12.4% 12.8% 4.8% 2.0% 5.6% 7.2% -3.8% -2.7% 10.9% 3.8% 18.4%

Russell 2000 - incl dividends -3.2% -8.4% -21.7% 13.7% 6.5% 3.5% 2.8% 5.6% -3.3% 2.1% 18.4% 8.6% 19.9%
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IMPORTANT DISCLOSURES 

In general.  This disclaimer applies to this document and the verbal or written comments of any person 

presenting it (collectively, the “Report”).  The information contained in this Report is provided for 

informational purposes only and does not contain certain material information about 1 Main Capital 

Partners, L.P. (the “Fund”), including important disclosures and risk factors associated with an investment 

in the Fund, and no representation or warranty is made concerning the completeness or accuracy of this 

information.  To the extent that you rely on the Report in connection with an investment decision, you do 

so at your own risk.  Certain information contained herein was obtained from or provided by third-party 

sources; although such information is believed to be accurate, it has not been independently verified.  The 

information in the Report is provided to you as of the dates indicated and 1 Main Capital Management, 

LLC and its affiliates (collectively, the “Manager”) do not intend to update the information after its 

distribution, even in the event the information becomes materially inaccurate.  

No offer to purchase or sell securities.  This Report does not constitute an offer to sell, or the solicitation 

of an offer to buy, and may not be relied upon in connection with the purchase of any security, including 

an interest in the Fund or any other fund managed by the Manager.  Any such offer would only be made 

by means of such fund’s formal private placement documents, the terms of which shall govern in all 

respects.  

Performance Information.  Unless otherwise noted, any performance numbers used in the Report are for 

the Fund’s Class A Interests, and are net of any accrued incentive allocation, management fees and other 

applicable expenses, include the reinvestment of dividends, interest and capital gains, and assume an 

investment from inception of such Class.  As such, the performance numbers do not reflect the 

performance of any particular investor’s interest and you should not rely on it as a statement of your 

actual return. 

Past performance. In all cases where historical performance is presented, please note that past 

performance is not a reliable indicator of future results and should not be relied upon as the basis for 

making an investment decision.  

Risk of loss. An investment in the Fund will be highly speculative, and there can be no assurance that the 

Fund’s investment objective will be achieved.  Investors must be prepared to bear the risk of a total loss 

of their invested capital.  

Portfolio Guidelines/Construction. Information contained in this Report, especially as it pertains to 

portfolio characteristics, construction, profiles or investment strategies or objectives, reflects the 

Manager’s current thinking based on normal market conditions, and may be modified in response to the 

Manager’s perception of changing market conditions, opportunities or otherwise, in the Manager’s sole 

discretion, without further notice to you.  Any target strategies, objectives or parameters are not 

projections or predictions and are presented solely for your information.  No assurance is given that the 

Fund will achieve its investment strategies, objectives or parameters.  

Index Performance. The index comparisons are provided for informational purposes only.  The S&P 500 

Total Return Index (SPXT) is a capitalization weighted index that is designed to measure the performance 

of the broad U.S. economy through changes in the aggregate market value of 500 stocks representing all 

major industries.  There are significant differences between the Fund and the index referenced, including, 
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but not limited to, risk profile, liquidity, volatility and asset composition.  The index reflects the 

reinvestment of dividends and other income, are unmanaged, and do not reflect a deduction for advisory 

fees.  An investor may not invest directly into an index.  For the foregoing and other reasons, the 

performance of the index may not be comparable to the Fund’s and should not be relied upon in making 

an investment decision with respect to the Fund. 

No tax, legal, accounting or investment advice.  The Report is not intended to provide, and should not 

be relied upon for, tax, legal, accounting or investment advice. 

Logos, trade names, trademarks and copyrights.  Certain logos, trade names, trademarks and/or 

copyrights (collectively, “Marks”) contained herein are included for identification and informational 

purposes only.  Such Marks may be owned by companies or persons that are not affiliated with the 

Manager or any the Manager managed fund and no claim is made that any such company or person has 

sponsored or endorsed the use of such Marks in the Report. 

Confidentiality/Distribution of the Report.  The information in this Report is confidential.  By accepting 

any portion of the Report, you agree that you will treat the Report confidentially.  It is intended only for 

the use of the person to whom it is given and the Manager expressly prohibits its redistribution without 

the Manager’s prior written consent.  The Report is not intended for distribution to, or use by, any person 

or entity in any jurisdiction or country where such distribution or use is contrary to law, regulation or rule. 

 


