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Commonalities Among Value Investors
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“Ideal”

“To me, value investing is a big tent that accommodates many different people. At one end of the tent there is

Ben Graham, and at the other end of the tent there is Warren Buffett, who worked with Graham and then went out

on his own and made adjustments to the teachings of Ben Graham.”

- Jean-Marie Eveillard (Graham and Doddsville – Winter 2007 Ed.)



Traditional Value Investor Bias

“If you want to have a better performance than the

crowd, you must do things differently from the

crowd.” - Sir John Templeton
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Investing Checklist

 Is this company cyclical?

 Is the business tied to commodity prices?

 Is the business capital intensive?

 Is the balance sheet levered?

 Is there potential technological disruption?



Understanding the Value of Economic Cycles

Economic cycles resemble Schumpeter’s process of 

creative destruction:

New entrants 
attracted by prospect 

of high returns: 
Investors Optimistic

Rising competition 
causes returns to fall 
below cost of capital: 

Share Price 
Underperforms

Business investment 
declines, industry 

consolidation, firms 
exit:

Investors Pessimistic

Improving supply side 
causes returns to rise 
above cost of capital: 

Share Price 
Outperforms

Source: Capital Returns, Edward Chancellor, editor (2015)
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Cyclicals Amplify Mr. Market’s Manic Depressive Nature

“A business which sells at a premium does so because it earns a large return

upon its capital; this large return attracts competition; and generally speaking, it

is not likely to continue indefinitely. Conversely in the case of a business selling

at a large discount because of abnormally low earnings. The absence of new

competition, the withdrawal of old competition from the field, and other natural

economic forces should tend eventually to improve the situation and restore

normal rate of profit on the investment.” Security Analysis (1934 Edition)

Benjamin Graham and David Dodd

Source: Barclays
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What Makes Robotti Different

Behavioral Edge
We take a longer-term view and have the 

ability to tolerate market swings. 

Leads Us To

Our behavioral edge comes from our ability to tolerate market volatility. As a result, our investment process

concentrates on understanding the long-term normalized earning power of a business well before the “investing

herd” gains interest.

Analytical Edge

Within the context of a longer-term 
perspective and 30+ years of experience, 
we have the ability to develop a different 

conclusion than that of the market.           

Informational Edge

Our network of industry relationships, 
focus on deep primary research, and 

experience serving on company boards, 
provides us with more pieces for 
building our information mosaic.
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Investment Themes
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• Many value investors say they look for companies or industries 

that are beaten-up, out of favor, or out of fashion - ugly ducklings.

• However, we find it most common for investors to avoid near-term 

uncertainty at all cost and only invest once the dust has settled.

• We concentrate on understanding the long-term normalized 

earning power of a business well before it turns into a swan.

• Industries facing significant short-term headwinds / “unknowns.”

• Individual companies that are certainly not immune to the industry-

wide issues and may even have more serious complications. 

• The dynamics are in place for very long  runways of 

growth once headwinds dissipate.

Ugly Ducklings

Long Runways



Simple But Not Easy
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• Opportunities created by capital cycle 

analysis often have long gestation 

periods as the timing of the pay-off can 

be highly uncertain.

• Holding a contrarian view is difficult –

even for a value investor.
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Disclaimer

Robotti & Company Advisors, LLC (the “Firm”) is not providing investment advice through this material. This presentation is provided for

informational purpose only as an illustration of the firm’s investment philosophy and shall not be considered investment advice or a

recommendation or solicitation to buy or sell any securities discussed herein, and does not contain enough information to be considered a

recommendation or a research report.

As of the date of this presentation the firm continues to own the securities discussed herein. These opinions are not intended to be a forecast of

future events, a guarantee of future results, or investment advice. Past performance is not indicative of future results, and no representation or

warranty, express or implied, is made regarding future performance.

Robotti & Company Advisors, LLC or its affiliates may engage in securities transactions that are inconsistent with this communication and may

have long or short positions in such securities. The information and any opinions contained herein are as of the date of this material, and the firm

does not undertake any obligation to update them.

This material does not take into account individual client circumstances, objectives, or needs and is not intended as a recommendation to any person

who is not a client of the firm. Securities, financial instruments, products or strategies mentioned in this material may not be suitable for all

investors. The Firm does not provide tax advice. Investors should seek tax advice based on their particular circumstances from an independent tax

advisor.

In reaching a determination as to the appropriateness of any proposed transaction or strategy, clients should undertake a thorough independent

review of the legal, regulatory, credit, accounting and economic consequences of such transaction in relation to their particular circumstances and

make their own independent decisions. By virtue of this publication, neither the Firm nor any of its employees shall be responsible for any

investment decision.

This confidential presentation contains information that has been compiled, by the Firm, from sources believed to be reliable; however, there can be

no guarantee as to the accuracy or completeness of such information. It also contains statements, estimates and projections made by various third

party companies with respect to their historical and projected performance. There can be no assurance that such statements, estimates and

projections will be realized and actual results may vary materially from those indicated. Further, in any case, the Firm does not represent nor is

affiliated with any of the third party companies and other entities named and makes no representations as to the reasonableness of such assumptions

or the accuracy or completeness of the information contained herein. These materials are for the confidential use of only those persons to whom it

is transmitted.

This report may discuss numerous securities, some of which may not be qualified for sale in certain states and may therefore not be offered to

investors in such states. This document should not be construed as providing investment services. Investing in non-U.S. securities including ADRs

involves significant risks such as fluctuation of exchange rates that may have adverse effects on the value or price of income derived from the

security. Securities of some foreign companies may be less liquid and prices more volatile than securities of U.S. companies. Securities of non-U.S.

issuers may not be registered with or subject to Securities and Exchange Commission reporting requirements; therefore, information regarding such

issuers may be limited.


