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Commentary 

While broad equity market performance generally remained strong for the duration of the third quarter, some cracks began to 
show as the period drew to a close.  This intermittent weakness was largely driven by concerns over inflation; in July, August, 
and September, CPI for All Urban Consumers—our preferred measure of inflation—rose 5.3%, 5.2%, and 5.4%, respectively, 
when compared to the same periods one year earlier. 

Although monetary authorities continue to believe recent accelerations in inflation are transitory, we’re not so sure. Certain 
costs have burgeoned recently. For example, the Shanghai Containerized Freight Index, which measures freight rates for 
oceangoing containerized cargo from Chinese ports to destinations around the world, has increased 227% over the past year. 
Similarly, energy prices have risen dramatically as of late: the price of a barrel of oil has increased by 87% over the past year, 
and the price of natural gas has risen 135% over the same period. We generally expect variability in such prices, which are in-
herently volatile, and we’re not overly concerned that recent price trends won’t stabilize or even reverse.  

Other prices, such as wages, typically rise or fall in a far less pronounced fashion. Anecdotally, few will argue that labor is in 
short supply—”help wanted” signs seem to be posted in more storefronts than not. Data confirms this labor shortage: the U.S. 
Bureau of Labor Statistics’ Employment Cost Index showed a 3.7% annual increase in employment cost at the end of Septem-
ber 2021. When we speak with executives of portfolio companies, they confirm this scarcity of labor and have broadly dealt 
with challenges in attracting and retaining workers by raising wages. But when labor shortages assuage, business managers 
who lower wages in response may encounter stiff resistance. It’s easy to raise wages, and difficult to lower them. This is 
where we are concerned about inflation taking hold, and wage inflation will ripple through the entire economy.  

Broad economic activity represents the totality of innumerable constituent parts, and for that reason, we refrain from forecast-
ing economic trends—this is a near-impossible task. However, we are acutely aware of economic trends and how these may be 
affecting the securities and businesses in which we invest. Our portfolios have benefitted from our exposure to container ship-
ping and energy, but we have also seen margin compression at companies that rely on international shipping supply chains or 
are consumers of oil or natural gas. Each investment poses a unique set of considerations, and we remain focused on under-
standing and reacting to these considerations.  

During the quarter, we added one equity investment and one debt investment, and sold one existing equity position. We’ve also 
reduced the size of some positions that became significantly overweighted, usually due to price appreciation. We believe that 
holding a small number of high-conviction positions that we know well and can monitor thoroughly is the best approach to 
building an investment portfolio that can provide superior returns over the long term. However, in recognition of the uncertainty 
inherent to investing, we simultaneously maintain an appropriate level of diversification. 

Considering the dearth of new investment opportunities in today’s markets (both equity and debt), it should come as no sur-
prise if we are net sellers over the coming months. Historically, we have increase cash balances near market peaks, when posi-
tions are sold at fair valuations. When market disruptions occur, we find far more interesting investment opportunities and typi-
cally become net buyers, thereby reducing cash balances. This strategy has served us well in the past, and we believe it will be 
effective in the future. 
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Equity Performance Highlights: The Value Line Geometric 
Composite Index, our benchmark of choice, returned –4.27% 
during the third quarter. The index posted a monthly loss in 
both July and September as investors reacted to fears of per-
sistent inflation. We suspect profit-taking amidst elevated val-
uations also resulted in some price pressure.  

TravelCenters of America Inc. (TA) was a top equity contribu-
tor to performance during the quarter. TA operates a network 
of travel centers throughout the United States that cater to 
truck driver and interstate highway travelers. In early 2020, 
under new executive leadership, TA formulated and began to 
execute a comprehensive transformation plan. We expect a 
continued positive impact on operations and financial results. 

Core Molding Technologies, Inc. (CMT) was a top equity de-
tractor from performance during the quarter. CMT manufac-
tures sheet molding compound and various fiberglass- and 
plastic-based heat-molded products. Although recent operat-
ing results are satisfactory, the company’s growth plan was 
only recently defined. We expect significant future value crea-
tion as the company executes on this plan. 

Positions Added 

Western Bulk Chartering ASA (WEST-OSL) is a commercial 
manager of dry bulk vessels operating around the world. The 

company has a diverse customer base and contracts for a 
broad cargo mix, earning a margin on each voyage contract 
while avoiding the risk of owning the vessels. WEST-OSL has a 
unique focus on leveraging data to exploit mispricing for eso-
teric routes and cargoes, which we believe will become a large 
competitive advantage in the future. We initiated the position 
at 30 NOK (about $3.50) and expect nearly $2.00 in dividends 
during calendar year 2022.  

Positions Sold 

Stealth Gas, Inc. (GASS) owns a fleet of small LPG shipping 
vessels. We first invested in the company in 2007, and re-
mained bullish on industry fundamentals (specifically, an im-
balance between supply of and demand for vessels) through-
out our holding period. Relative to the value of its assets, the 
company’s common stock was attractively priced. However, 
overly conservative management and poor capital allocation 
practices depressed financial returns. More recently, the com-
pany declined to reinitiate its dividend and instead began in-
vesting in opaque joint ventures while refusing to disclose crit-
ical information about these arrangements. We concluded that 
mismanagement and ongoing capital allocation failures pre-
sented unacceptable risk, and we exited the position. 

Appraised Value: The chart below displays the price of each equity security as of September 30, 2021 as a percentage of our 
appraised value. The lighter shading represents the investment returns expected from the appreciation of each position to our 
appraised value. Appraised values are subject to change and expected to be updated at least quarterly. 

Investment Philosophy 

When buying equity securities, 
we employ a variety of time-
tested valuation techniques to 
understand and appraise the 
worth of an enterprise. We 
also perform a thorough 
qualitative assessment of 
each potential investment by 
speaking with the company’s 
senior management, 
evaluating the strength and 
durability of its market 
position, considering the 
competitive landscape, and 
speaking with others who are 
knowledgeable about the 
company and its operations. 
We seek to understand a 
business from the perspective 
of owners of the entire 
enterprise. Only when we are 
comfortable with the ability of 
a company to generate 
satisfactory investment 
returns and its management to 
be good stewards of our 
clients’ capital do we invest. 
We generally target an 
investment return of 100% 
over our typical investment 
horizon of five years, which 
equates to an expected annual 
return of about 15%. 
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Debt Performance Highlights: Fixed income yields remain low, 
and attractively priced debt investments are few and far be-
tween, even among non-investment grade credits. We have 
found limited pockets of opportunities, but in the current envi-
ronment, mispriced credits do not remain so for long. We ex-
pect tightening monetary policy will cause many credits to 
reprice to more attractive levels, creating investment opportu-
nities; until then, we are content to hold cash where we are not 
adequately compensated for credit risk. 

SFL Corporation Limited 4.875% notes due 5/1/2023 was a 
top debt contributor during the quarter. SFL Corporation Lim-
ited owns and leases out a diversified fleet of commercial 
oceangoing vessels. Long-term contracted cash flows with a 
diversified group of financially strong counterparties give us a 
high level of confidence in the company’s ability to service its 
modest debt capital structure. 

CoreCivic, Inc. 4.75% notes due 10/15/2027 was a top debt 
detractor during the quarter. CoreCivic owns and operates cor-
rectional facilities on behalf of state governments and various 
federal agencies. Many banks, under pressure from various 
constituencies, have reduced lending to the private prison sec-
tor, causing concern among investors about continue access 
to credit. We do not share these concerns, and believe that 
under a wide range of circumstances, the company will contin-

ue to comfortably service its debt due to its long-term con-
tracted cash flows with stable counterparties and the critical 
infrastructure needs addressed by its unique physical asset 
footprint.  

Positions Added 

Service Properties Trust 4.95% notes due 10/1/2029 were 
added to the portfolio beginning in early July at a minimum 
yield to maturity of 5%. Service Properties Trust is a real estate 
investment company that owns hospitality-related properties 
throughout the United States, with a focus on hotels and travel 
centers. The company’s largest tenant is TravelCenters of 
America Inc., which is undergoing a comprehensive transfor-
mation under new executive leadership which we believe will 
enhance its financial strength. Service Properties Trust also 
holds an approximately 34% ownership interest in Sonesta 
International Hotels Corporation, to which it leases several 
properties. Service Properties Trust is capitalized in a manner 
consistent with its portfolio or properties, and we believe a 
substantial margin of safety exists in the ready marketability 
of these properties. As travel activities increase following the 
COVID-19 pandemic, we expect continued fundamental 
strengthening in the company’s credit metrics. 

Appraised Value: The chart below displays the current price of each corporate debt security as of September 30, 2021 as a 
percentage of par value (left axis). The lighter shading represents the investment returns expected from the appreciation of the 
corpus to par. The secondary bar shows the current coupon of each bond (right axis). Both contribute to total position return. 

Investment Philosophy 

When buying debt securities, 
we examine the quantitative 
and qualitative characteristics 
of a business with a focus on 
the company’s leverage and 
interest coverage. Additional 
consideration is paid to the 
durability of cash flows, the 
value and marketability of a 
company’s assets, and 
management’s approach to 
controlling leverage. Finally, 
we carefully consider the bond 
indentures and the rights and 
recourse available to 
bondholders. Due to the senior 
position of debt in a 
company’s capital structure 
relative to that of equity, our 
investment criteria and return 
expectations differ. Still, we 
require comfort that any debt 
investment will both pay the 
contractual interest payments 
over our holding period and 
that the principal will be repaid 
in full at maturity. We measure 
the expected return using yield 
to maturity, which is an 
annualized return 
measurement that combines 
both the capital appreciation 
of a bond from the purchase 
price to its maturity price (we 
prefer to buy bonds at a 
discount to par value) and the 
recurring interest payments 
that we will receive during our 
holding period. As a general 
rule, we seek to realize a 7% 
annualized yield to maturity. 
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Total Return Value Strategy 

Total Return (%) Year to Date 1 Year 3 Years 5 Years 10 Years 

Strategy Composite1 16.91% 40.37% 13.30% 10.10% 9.95% 

Benchmark2 7.35% 22.95% 5.18% 5.36% 6.45% 

Hypothetical Growth of $10,000 Over 10 Years 

• The Total Return Value Strategy composite1 returned 2.95% during the quarter, versus –2.55% for the benchmark2. 

• TA (+70.3%) and LXU (+68.8%) were the top equity contributors to performance. SFL Corporation Limited 4.875% notes due 5/1/2023 (+6.7%) and Fluor Cor-
poration 4.25% notes due 9/15/2028 (+2.8%) were the top debt contributors to performance. 

• CMT (-25.4%) and FLXS (-23.2%) were the top equity detractors from performance. CoreCivic, Inc. 4.75% notes due 10/15/2027 (-2.6%) and US TIPS 0.375% 
due 1/15/2027 (-0.2%) were the top debt detractors from performance. 
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Total Return Value Strategy Quarterly Performance 

Quarter Ending 
Composite1 

Return 
Benchmark2 

Return 

Composite1 

Standard 
Deviation 

Benchmark2 
Standard 
Deviation 

Quarter Ending 
Composite1 

Return 
Benchmark2 

Return 

Composite1 
Standard 
Deviation 

Benchmark2 
Standard 
Deviation 

12/31/2011 7.41% 7.04% 15.79% 15.63% 12/31/2016 1.78% 1.64% 7.92% 7.80% 

3/31/2012 9.77% 7.44% 14.47% 13.68% 3/31/2017 2.48% 2.00% 7.80% 7.61% 

6/30/2012 -1.19% -3.26% 14.21% 12.38% 6/30/2017 3.09% 0.86% 7.93% 7.53% 

9/30/2012 4.11% 3.14% 13.68% 11.68% 9/30/2017 1.23% 2.28% 7.57% 7.01% 

12/31/2012 1.26% 1.47% 13.40% 11.33% 12/31/2017 4.22% 2.71% 7.66% 6.95% 

3/31/2013 8.98% 6.53% 13.46% 11.17% 3/31/2018 -7.85% -2.22% 8.13% 7.03% 

6/30/2013 0.51% 0.66% 12.48% 10.36% 6/30/2018 4.62% 2.44% 8.55% 7.01% 

9/30/2013 4.34% 4.95% 11.84% 9.54% 9/30/2018 1.71% 1.40% 7.89% 6.39% 

12/31/2013 6.10% 4.78% 11.14% 9.36% 12/31/2018 -12.14% -10.98% 9.06% 7.83% 

3/31/2014 1.90% 1.48% 11.11% 9.48% 3/31/2019 10.63% 8.91% 10.41% 7.93% 

6/30/2014 2.92% 2.05% 10.72% 9.48% 6/30/2019 -1.50% 1.46% 11.22% 8.91% 

9/30/2014 -3.87% -3.13% 9.18% 8.32% 9/30/2019 -3.18% -0.43% 11.71% 8.93% 

12/31/2014 1.56% 3.80% 7.78% 7.09% 12/31/2019 3.83% 3.68% 11.91% 8.67% 

3/31/2015 1.84% 1.86% 7.77% 6.95% 3/31/2020 -21.87% -21.43% 14.97% 12.98% 

6/30/2015 1.03% -1.96% 6.79% 6.35% 6/30/2020 18.18% 15.86% 16.33% 14.56% 

9/30/2015 -7.41% -7.09% 7.63% 7.05% 9/30/2020 16.59% 2.37% 18.50% 14.70% 

12/31/2015 0.68% 0.82% 7.97% 7.51% 12/31/2020 20.06% 14.53% 20.03% 15.98% 

3/31/2016 2.28% 2.36% 8.33% 8.09% 3/31/2021 7.13% 5.94% 20.06% 15.93% 

6/30/2016 4.10% 1.65% 8.36% 8.01% 6/30/2021 6.00% 3.98% 19.92% 15.94% 

9/30/2016 2.62% 3.42% 7.85% 7.56% 9/30/2021 2.95% -2.55% 19.96% 16.02% 
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Concentrated Equity Value Strategy 

Total Return (%) Year to Date 1 Year 3 Years 5 Years 10 Years 

Strategy Composite1 21.09% 59.70% 12.83% 8.28% 9.92% 

Benchmark2 13.47% 40.94% 3.45% 5.94% 8.05% 

Hypothetical Growth of $10,000 Over 10 Years 

• The Concentrated Equity Value Strategy composite1 returned 4.33% during the quarter, versus –4.27% for the benchmark2. 

• TA (+70.3%) and LXU (+68.8%) were the top contributors to performance.  

• CMT (-25.4%) and FLNT (-22.5%) were the top detractors from performance. 
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Concentrated Equity Value Strategy Quarterly Performance 

Quarter Ending 
Composite1 

Return 
Benchmark2 

Return 

Composite1 

Standard 
Deviation 

Benchmark2 
Standard 
Deviation 

Quarter Ending 
Composite1 

Return 
Benchmark2 

Return 

Composite1 
Standard 
Deviation 

Benchmark2 
Standard 
Deviation 

12/31/2011 6.29% 10.82% 24.75% 26.14% 12/31/2016 -0.26% 4.65% 10.77% 13.14% 

3/31/2012 20.23% 12.37% 24.15% 23.28% 3/31/2017 2.62% 2.79% 10.62% 12.78% 

6/30/2012 -0.98% -6.84% 23.77% 21.21% 6/30/2017 1.95% 0.46% 10.95% 12.63% 

9/30/2012 2.54% 4.15% 22.45% 20.28% 9/30/2017 -0.31% 3.18% 10.56% 12.07% 

12/31/2012 3.71% 2.30% 21.87% 19.63% 12/31/2017 5.62% 4.26% 10.58% 12.04% 

3/31/2013 12.73% 11.07% 21.88% 19.37% 3/31/2018 -13.05% -2.78% 11.34% 11.89% 

6/30/2013 1.85% 2.65% 20.40% 17.91% 6/30/2018 7.05% 4.20% 12.10% 11.90% 

9/30/2013 5.39% 7.84% 19.03% 16.46% 9/30/2018 1.30% 2.32% 11.57% 10.78% 

12/31/2013 6.96% 8.14% 16.87% 16.05% 12/31/2018 -14.16% -18.96% 12.95% 13.35% 

3/31/2014 1.78% 1.16% 16.69% 16.28% 3/31/2019 18.03% 12.84% 15.75% 13.37% 

6/30/2014 1.34% 2.01% 15.48% 16.21% 6/30/2019 -5.20% 0.05% 18.05% 15.09% 

9/30/2014 -6.02% -5.36% 13.32% 13.90% 9/30/2019 -12.10% -2.36% 19.65% 15.39% 

12/31/2014 2.12% 5.15% 11.34% 11.79% 12/31/2019 4.94% 6.05% 20.56% 14.82% 

3/31/2015 4.61% 1.87% 10.47% 11.86% 3/31/2020 -36.14% -35.82% 25.33% 21.81% 

6/30/2015 2.38% -2.15% 9.27% 10.58% 6/30/2020 31.30% 24.89% 27.69% 24.20% 

9/30/2015 -9.65% -12.40% 10.22% 11.74% 9/30/2020 21.09% 3.46% 31.71% 24.37% 

12/31/2015 -1.40% 1.64% 10.44% 12.46% 12/31/2020 31.88% 24.21% 33.89% 26.44% 

3/31/2016 1.16% 1.65% 11.00% 13.38% 3/31/2021 8.75% 12.44% 33.89% 26.53% 

6/30/2016 3.42% 1.27% 11.01% 13.24% 6/30/2021 6.73% 5.42% 33.70% 26.56% 

9/30/2016 0.46% 5.40% 10.68% 12.57% 9/30/2021 4.33% -4.27% 33.73% 26.66% 
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Focused Fixed Income Value Strategy 

Total Return (%) Year to Date 1 Year 3 Years 5 Years Since Inception3 

Strategy Composite1 3.90% 12.33% 7.73% 6.92% 5.25% 

Benchmark2 -1.55% -0.90% 5.36% 2.94% 2.83% 

Hypothetical Growth of $10,000 Since Inception3 

• The Focused Fixed Income Value Strategy composite1 returned 0.22% during the quarter, versus 0.05% for the benchmark2. 

• SFL Corporation Limited 4.875% notes due 5/1/2023 (+6.7%) and Fluor Corporation 4.25% notes due 9/15/2028 (+2.8%) were the top contributors to perfor-
mance. 

• CoreCivic, Inc. 4.75% notes due 10/15/2027 (-2.6%) and US TIPS 0.375% due 1/15/2027 (-0.2%) were the top detractors from performance. 
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Focused Fixed Income Value Strategy Quarterly Performance 

Quarter Ending 
Composite1 

Return 
Benchmark2 

Return 

Composite1 

Standard 
Deviation 

Benchmark2 
Standard 
Deviation 

Quarter Ending 
Composite1 

Return 
Benchmark2 

Return 

Composite1 
Standard 
Deviation 

Benchmark2 
Standard 
Deviation 

3/31/2013 0.50% -0.12%     3/31/2018 -0.48% -1.46% 4.42% 2.69% 

6/30/2013 -1.24% -2.33%     6/30/2018 1.23% -0.16% 4.49% 2.65% 

9/30/2013 0.49% 0.57%     9/30/2018 0.29% 0.02% 4.34% 2.66% 

12/31/2013 -0.14% -0.14%     12/31/2018 -9.18% 1.64% 5.89% 2.88% 

3/31/2014 0.32% 1.84%     3/31/2019 3.81% 2.94% 7.07% 2.97% 

6/30/2014 0.93% 2.04%     6/30/2019 3.22% 3.08% 6.96% 3.03% 

9/30/2014 -0.15% 0.17%     9/30/2019 2.74% -2.27% 6.87% 3.35% 

12/31/2014 -1.89% 1.79%     12/31/2019 1.18% 0.18% 6.85% 2.91% 

3/31/2015 0.39% 1.61%     3/31/2020 -6.76% 3.15% 8.71% 3.20% 

6/30/2015 0.31% -1.68%     6/30/2020 7.13% 2.90% 8.89% 3.27% 

9/30/2015 -0.46% 1.23%     9/30/2020 10.15% 0.62% 9.49% 3.37% 

12/31/2015 0.18% -0.57% 1.68% 2.92% 12/31/2020 8.12% 0.67% 10.07% 3.40% 

3/31/2016 2.34% 3.03% 1.89% 3.00% 3/31/2021 1.63% -3.37% 10.08% 3.56% 

6/30/2016 5.13% 2.21% 2.39% 2.66% 6/30/2021 2.00% 1.83% 10.04% 3.49% 

9/30/2016 4.91% 0.46% 2.78% 2.61% 9/30/2021 0.22% 0.05% 10.06% 3.54% 

12/31/2016 -0.30% -2.98% 2.82% 3.02%      

3/31/2017 0.95% 0.82% 3.09% 2.94%      

6/30/2017 6.11% 1.45% 4.34% 2.90%      

9/30/2017 1.09% 0.85% 4.53% 2.85%      

12/31/2017 2.43% 0.39% 4.36% 2.81%      
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Atlas Corp. (ATCO): A globally operated asset manager that owns and operates subsidiary businesses engaged in oceangoing containerized transportation (Seaspan Corporation) and utility-scale customized power solutions (APR Energy). The company’s long-term 
strategy focuses on deploying capital across multiple verticals to create growth opportunities for its shareholders. 

AutoWeb, Inc. (AUTO): A US-based automotive marketing services company providing high-quality consumer leads, internet advertising, and marketing services to automotive dealers and manufacturers throughout the United States. The company’s products include 
new and used vehicle lead generation programs, which allow consumers to submit requests for pricing and availability of specific vehicle makes and models within a geographic area, and online advertising programs including impression-based and click-through ads. 

Core Molding Technologies, Inc. (CMT): A US-based manufacturer of sheet molding compound and various fiberglass- and plastic-based heat-molded products. The company’s customers include manufacturers of heavy-duty trucks, automobiles, personal recreational 
vehicles, and a variety of consumer and industrial goods that incorporate high-strength molded components. Management’s growth plan contemplates entry into new markets where the strength and weight characteristics of composites can compete with heavier and 
more expensive components.  

Donnelley Financial Solutions, Inc. (DFIN): A US-based, globally operated provider of compliance and technology solutions focused on capital markets. The company offers comprehensive compliance solutions for investment companies through its FundSuiteArc prod-
ucts and regulatory solutions for publicly traded companies through its ActiveDisclosure product. DFIN also offers data management and analytic services, content management and distribution services, and financial printing services. Capital allocation is focused on 
improving and expanding SaaS offerings. 

Flexsteel Industries, Inc. (FLXS): A US-based manufacturer of wooden, metal, and upholstered furniture. The company has completed a comprehensive turnaround plan which substantially improved both the balance sheet and income statement. We expect FLXS to 
pivot to growth while maintaining its attractive margin profile and continuing to approach capital allocation dynamically to create shareholder value. 

Fluent, Inc. (FLNT): A US-based digital marketing business offering performance-based marketing solutions through targeted digital interactions. FLNT is growing rapidly, and we anticipate that investors will soon appreciate the business’s healthy margins and cash 
generation potential, resulting in significant price appreciation. Excesses cash from operations may be used to prepay debt or for accretive acquisitions. The company possesses a desirable competitive position, unique products, and a young and innovative workforce. 

Fluor Corporation (FLR): A US-based, globally operated, preeminent provider of engineering, procurement, and construction services. The company operates through three segments: Energy Solutions, Urban Solutions and Mission Solutions. Fluor is a well-managed, 
leading EPC provider and one of only a handful in the world with the scale, technical expertise, and financial wherewithal to undertake large and technically challenging projects. New management has positioned the company for improved financial performance. 

Global Ship Lease, Inc. (GSL): A London, England-based, globally operated shipping company that owns and operates containerships under long-term fixed-rate charters to leading container liners. GSL’s fleet consists of small and mid-size vessels that can be deployed 
on a wide variety of trade routes, but tend to serve the faster-growing non-maintain and intraregional trade routed, collectively representing over 70% of global containerized trade volumes. Industry dynamics are favorable, with a limited orderbook in GSL’s size segments, 
elevated freight rates, and expected regulatory changes that will effectively reduce capacity representing significant tailwinds. Recent balance sheet changes have improved the company’s financial health, and an equity raise provided growth capital, which we expect to 
be deployed in a disciplined manner.  

Gulf Island Fabrication, Inc. (GIFI): A US-based fabricator of complex steel structures, modules and marine vessels, and a provider of project management, hookup, commissioning, repair, maintenance and civil construction services. The company's customers include 
U.S. and international energy producers; refining, petrochemical, LNG, industrial, power and marine operators; EPC companies; and the US Government. GIFI has a strong liquidity position after rightsizing its physical footprint, and trades at a substantial discount to book 
value. We expect the company’s recent refocus on steel fabrication projects to result in growing backlog and improved execution, resulting in meaningful share price appreciation. 

Heidrick & Struggles International, Inc. (HSII): A US-based, globally operated leading executive search firm. HSII offers both comprehensive executive search services through its experienced consultants and consulting and culture shaping services through its fledgling 
Heidrick Consulting division. The company has and continues to invest in an IT infrastructure to support its operations and differentiate its product offerings. High returns on invested capital have been notable under the current management team. 

Hooker Furniture Corporation (HOFT): A US-based manufacturer and seller of  a wide variety of casegoods and upholstered products. HOFT maintains a large network of third-party manufacturing partners in Southeast Asia as well as a domestic manufacturing footprint 
focusing on high-end and custom-made items. HOFT’s customers include independent furniture stores, specialty retailers, department stores, catalog and internet merchants, interior designers, and national and regional chains. HOFT’s ecommerce distribution is well-
developed, a reflection of the company’s adaptive corporate strategy. The company is conservatively positioned and pays an attractive dividend. 

Kraft Heinz Company (KHC): A US-based diversified manufacturer and marketer of food and beverages products. In 2015, Warren Buffett’s Berkshire Hathaway and investment firm 3G Capital orchestrated the merger of Kraft Foods and H.J. Heinz; the two investment 
firms hold a combined equity position in KHC of nearly 50%. Aggressive cost cutting after the merger led to an underinvestment in legacy brands, resulting in an impairment of goodwill in early 2019. Management has recommitted to to brand development and rationaliz-
ing KHC’s product portfolio, which we expect to be a catalyst to value creation. 

LSB Industries, Inc. (LXU): A US-based producer of nitrogen-based agricultural and industrial products at three owned facilities and one non-owned staffed plant. Ongoing changes to operational and maintenance procedures have meaningfully improved on-stream rates. 
Growth opportunities exist in both the cyclical agricultural fertilizer markets and the high-margin industrial and mining markets. In 2021, the company completed an overhaul of its capital structure, which has positioned it to accelerate internal investment and pursue 
acquisitions. 

New York Community Bank, Inc. (NYCB): A US-based mid-tier consumer and commercial bank offering deposit and loan products and services. NYCB has established a niche lending position in the rent-controlled multi-family housing market in New York City and contin-
ues to grow its specialty commercial financing business. Loan loss provisions and actual write-offs are consistently among the lowest in its peer group. NYCB has resumed growth after several stagnant years, and recently announced its first acquisition in several years, 
which we expect to lead to additional value creation. 

Rocky Mountain Chocolate Factory, Inc. (RMCF): A US-based franchisor, confectionery manufacturer, and retail operator with operations primarily in the United States and Canada. RMCF’s retail portfolio is comprised primarily of franchised locations. The company also 
sells its products through a limited number of company-owned retail locations, ecommerce channels, and licensing arrangements. We expect recent changes to the board of directors to beget more disciplined capital allocation and growth strategies. 

Subsea 7 S.A. (SUBCY): A London, England-based, globally operated company engaged in the provision of engineering and construction services to the offshore oil and gas industry. The company provides cost-effective technical solutions to enable the delivery of 
complex projects in all water depths and challenging environments. Subsea 7’s renewables business unit, Seaway 7, was recently spun off into a separate publicly traded company, in which Subsea 7 maintains majority equity ownership. The company’s technology 
portfolio is among the best in its industry, and its balance sheet is very conservatively leveraged. 

TravelCenters of America Inc. (TA): A US-based operator and franchisor of travel centers. TA’s products and services include diesel fuel and gasoline, truck repair and maintenance services, restaurants, travel and convenience stores, and various driver amenities. The 
company operates travel centers under TA, Petro Stopping Centers and TA Express brand names. Its properties are concentrated along the US interstate highway system and larger state highways. In early 2020, TA hired a new CEO and new CFO, who together bring a 
fresh perspective on corporate strategy and a renewed focus on cost control and earnings growth. The company’s portfolio of unique assets has substantial intrinsic value. 

UFP Technologies, Inc. (UFPT): A US-based designer, engineer, and producer of high-grade foam and molded fiber solutions for electronic, medical, and specialty packaged products. A disciplined management team has consistently executed on growth and efficiency 
initiatives, driving long-term shareholder value. We anticipate accretive transactions in the future focused in high-margin medical markets. The business is fundamentally sound and there are several obvious avenues to continued growth. 

Western Bulk Chartering ASA (WEST-OSL): An Oslo, Norway-based operator of dry bulk vessels. The company acts as a broker of dry bulk chartering services, leveraging public and proprietary data and machine learning  to competitively and profitably bid for voyages 
on esoteric trade routes. We expect a large special dividend to be paid in early 2022, at which time an ongoing quarterly dividend will be initiated. We believe the company’s unique approach to employing technology will lead to significant growth and value creation. 

Wayside Technology Group, Inc. (WSTG): A US-based, globally operated technology wholesale company that distributes computer software and hardware developed by others, as well as provides technical and related customer services. WSTG completed two acquisi-
tions in 2020. We expect continue organic and inorganic growth, fueled by the company’s high cash balance and consistent cash generation, to create substantial long-term value. 

Equity Holdings 
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CoreCivic, Inc. 4.75% Notes due 10/15/2027: Core Civic, Inc. operates as a government solutions company engaged in the development and management of correction and reentry facilities as well as govern-
ment office properties. The company has demonstrated a commitment to ethical operations and focuses on reducing recidivism. Its recent conversion from a REIT to a C-corporation and its planned divestment 
of non-core assets will allow the company to deleverage its balance sheet, improving the credit profile. CUSIP: 21871NAA9, S&P Rating: BB- 

Fluor Corporation 4.25% Notes due 9/15/2028: Fluor Corporation is a preeminent provider of engineering, procurement, and construction services. The company operates through five segments: Energy and 
Chemicals, Mining and Industrial, Infrastructure and Power, Diversified Services, and Government (operating segments will be redefined in the first quarter of 2021 to Energy Solutions, Urban Solutions and Mission 
Solutions). Fluor is a well-managed, leading EPC provider and one of only a handful in the world with the scale, technical expertise, and financial wherewithal to undertake large and technically challenging pro-
jects. CUSIP: 343412AF9, S&P Rating: BBB- 

Murphy Oil Corporation 5.875% Notes due 12/1/2027: Murphy Oil Corporation engages in the exploration for and production of crude oil, natural gas, and natural gas liquids worldwide. The company’s operations 
are concentrated in the United States and Canada, where it owns and operates both onshore and offshore production assets. Murphy also holds leases, concessions, contracts, or permits for undeveloped acre-
age in the United States, Canada, Mexico, Brazil, Australia, Brunei, Vietnam, and Spain. The company’s leverage is relatively conservative, and marketable working interests are ready sources of additional liquidity. 
CRSIP: 626717AM4, S&P Rating: BB 

PBF Logistics LP 6.875% Notes due 5/15/2023: PBF Logistics LP owns and operates petrochemical terminals, pipelines, and storage facilities in key refining regions in the United States. The company was spun 
off from PBF Energy, Inc., which remains its largest customer. PBF Logistics' assets are integrated into the refinery supply and storage networks of its customers, and the company’s contracts typically involve 
minimum volume commitments. While PBF Logistics is subject to counterparty risk, particularly that of its largest customer, we believe the essential nature of the company’s assets and its contracted cash flows 
coupled with the short duration of the credit are exceptionally attractive. CUSIP: 69318UAB1, S&P Rating: B+ 

Services Properties Trust 4.95% Notes due 10/1/2029: ) Services Properties Trust owns and leases a portfolio of properties with a focus on hospitality-related industries. The company’s largest tenant is Trav-
elCenters of America Inc., which is undergoing a fundamental transformation that will strengthen its financial position, reducing counterparty risk. Other counterparties to the company’s leases include major hotel 
operators, with significant exposure to Sonesta International Hotels Corporation, in which Service Properties Trust holds an approximately 34% ownership interest. As travel activities increase following the 
COVID-19 pandemic, we expect continued fundamental strengthening in the company’s credit metrics. CUSIP 44106MBB7, S&P Rating: BB- 

SFL Corporation Limited 4.875% Notes due 5/1/2023: ) SFL Corporation Limited is an international ship owning and chartering company with a large and diverse asset base across several maritime sectors, 
including container shipping, dry bulk, tankers, car carriers, and drilling rigs. The company’s long-term contractual cash flows from a diverse group of generally healthy counterparties, coupled with the short 
duration of this credit, create an exceptionally low risk profile. CUSIP 824689AG8, S&P Rating: NR 

United States Treasury 0.375% Notes due 1/15/2027 (TIPS): This inflation-linked security provides a hedge against inflation while paying a modest coupon. As a general obligation of the United States Govern-
ment, credit risk is minimal. CUISIP: 912828V49, S&P Rating: AAA 

 

Total Return 
Value Strategy 

 
Current Yield: 4.78% 

Duration: 4.32 Years 

Average Credit Quality: BB+ 

 

 

Focused Fixed Income 
Value Strategy 

 
Current Yield: 4.65% 

Duration: 4.29 Years 

Average Credit Quality: BB+ 

Debt Holdings 
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Footnotes 

 
1Composites consist of certain accounts under the firm’s discretionary control and are gross of fee  

 
2Total Return Value Strategy benchmark: 60% Value Line Geometric Composite Index, 40% Bloomberg Barclays US Aggregate Bond Total Return Index (USD Unhedged); Concentrated Equity Value Strategy benchmark: Value Line Geometric Compo-

site Index; Focused Fixed Income Value Strategy benchmark: Bloomberg Barclays US Aggregate Bond Total Return Index (USD Unhedged) 

 
3Inception date: 12/31/2012  

 

Disclosures 

 

DISCLOSURE STATEMENT  

 

This document is published by Milwaukee Institutional Asset Management (MIAM), a division of Global Value Investment Corp. (GVIC). MIAM is the institutional investment advisory division of Global Value Investment Corp., providing investment 

advisory services to institutional investors including Registered Investment Advisors and Broker-Dealers.  

 

MIAM encourages its associates and other contributing persons (“covered persons”) to invest in the individual equity and debt security strategy mentioned in this report. MIAM believes doing so better aligns the firm’s interests with those of its 

institutional clients and helps its covered persons better understand the capital markets and share their knowledge and experience. The firm has in place strict restrictions and disclosure policies, described in its Code of Ethics, in order to establish 

and hold the interests of clients above those of its covered persons.  

  

DEFINITIONS  

 

Appraised value refers to MIAM’s quantitative and qualitative assessment of the value of an enterprise. 

 

Average credit quality is the weighted average credit rating of all bonds included in the strategy composite. Credit ratings are determined using information from S&P and are subject to change. 

 

Duration expresses the measurable change in the value of a security in response to a change in interest rates. A modified duration calculation is reported. 

 

Standard deviation is a measure of the variability of investment returns. It is calculated using monthly inputs on a trailing-three-year basis, and is presented as an annualized value. 

 

DISCLAIMER  

  

All statements or opinions contained herein are solely the responsibility of Milwaukee Institutional Asset Management, a division of Global Value Investment Corp. All information provided herein is based on public and non-public information be-

lieved to be accurate and reliable, but is not necessarily complete and cannot be guaranteed. No judgment is hereby expressed or should be implied as to the suitability of any security described herein for any specific investor or any specific invest-

ment portfolio. The decision to undertake any investment regarding the security mentioned herein should be made by each reader of this publication based on its own appraisal of the implications and risks of such decision.  

 

This publication is intended for informational purposes only and shall not constitute an offer to buy/sell or the solicitation of an offer to buy/sell any security mentioned in this report, nor shall there be any sale of the security herein in any state or 

domicile in which said offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state or domicile.  

 

This publication and all information, comments, statements or opinions contained or expressed herein are applicable only as of the date of this publication and subject to change without prior notice. Past performance is not indicative of future 

results.  

 

An investor should consider a strategy’s investment objectives, risks, and charges and expenses carefully before investing. This and other important information can be found in the Firm’s SEC form ADV Part II. To obtain a copy of GVIC’s ADV Part II, 

call 866-452-0640 or visit www.gvi-corp.com. Please read the ADV carefully before investing.  

 

WARNING  

 

This report is intended to provide general securities advice, and does not purport to make any recommendation that any securities transaction is appropriate for any recipient’s particular investment objectives, financial situation or particular needs. 

Prior to making any investment decision, recipients should assess, and seek advice from their advisors, on whether any relevant part of this report is appropriate to their individual circumstances.  

 

MIAM’s investment strategies generally invest in a smaller number of securities than some other strategies. The performance of these holdings may increase the variability of a strategy’s return. There is no assurance that dividend-paying stocks will 

reduce price variability. Value investments are subject to the risk that their intrinsic value may not be reflected in market prices.  

 

This report may not be reproduced, distributed or published for any purpose unless explicitly authorized in advance by Global Value Investment Corp.  

 

U.S. CLIENTS  

 

For purposes of distribution in the United States, this report is prepared for persons who can be defined as "Institutional Investors" under U.S. securities regulations. Any U.S. person receiving this report and wishing to effect a transaction in any 

security discussed herein must do so through a U.S.-registered Broker-Dealer. Neither Global Value Investment Corp. nor Milwaukee Institutional Asset Management is a registered Broker-Dealer.  

 

Additional information is available upon request. Any recipient of this report that wishes further information regarding the subject strategy or the disclosure information mentioned herein should  

contact Global Value Investment Corp. by mail, phone, or otherwise. 


