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January 15th, 2021 

 

To partners and friends, 
 

I hope all of you had the opportunity to take a short break from work, safely visit family, and finish out the year with 

good health. I was fortunate to do each of these and even took a short backpacking trip with a small group of friends 

over the new year. Camping in the desert with good people and whiskey has its effects, and it was a mentally 

refreshing walk with widespread and jolly conversations. Only once did we briefly discuss the horrors of 2020, and my 

friend Jack sarcastically capped the topic with, “If you thought 2020 was crazy, just wait until he turns 21.” As of 

drafting this note in the first week of January, terrorists are defacing our capitol while the equity market is hitting all-

time highs.  

 

Portfolio activity 

 
In mid-December we initiated a position in Equity Commonwealth (EQC), an office REIT that owns only 4 properties, 

has no debt, and was trading close to the cash value on its balance sheet at the time of our purchase. COVID has 

turned office central business district real estate (office CBD) upside down as work-from-home has accelerated a 

suburbanization trend. In major metro markets, vacancy has increased to roughly 15% and subletting is at levels not 

seen since the tech bubble. Many feel this is only the beginning as COVID has forced most companies to rethink their 

overall office needs farther out than 2021.  

 
A lack of price discovery has created a very challenging environment for investors. Transaction volume came to a halt 

this year and lease renewal terms are less meaningful due to an overwhelming number of short-term renewals. As a 

result, public REIT valuations are on an untethered space walk away from few private market comparables. To invest 

in a large public office REIT today, an investor must have a bullish view (or at least some view) on where lease rates 

ultimately settle. I would agree with predictions that lease rates bottom much lower than pre-COVID levels as we 

work through a capacity oversupply. But how much I’m not sure anyone knows. However, a long-term perspective 

sees a future post-COVID where employees return to work in the center of our major cities. Our new position in EQC 

partially reflects this view but nailing the bottom of lease rates and vacancy isn’t necessary in this case.  

 

In 2014, Sam Zell’s principal investing entity, Equity Group Investments (EQI), took governance control of EQC and 

replaced the board members and management. For the past several years, Sam Zell has been publicly bearish towards 

the office CBD market, so it isn’t surprising that once EQI assumed control of EQC it entered a 6-year liquidation 

program, selling 161 properties from 2014 to 2019. The track record is solid. EQC sold over $6.9 billion of assets, 

repaid $3.2 billion in debt and preferred equity, distributed $734 million in dividends, and increased its cash balance 

by $2.6 billion. When including share price appreciation, EQC generated a 10% annualized total return over this 

liquidation period. Continuing into 2020, management sold three more properties at reasonable pre-COVID prices 

and distributed another $425 million in dividends.  

 

We know they can sell but now the question is if they can buy. With real estate markets in disfunction, EQC should 

play offense. They are in a prime position with $3 billion of unencumbered cash and have even broadened their scope 

from office CBD (which Zell is likely still bearish on) to acquisitions of other real estate and/or real estate-related 
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operating companies. In essence, we have a SPAC1 that pays its way, and it’s hard to believe that EQI would allow EQC 

to stay sleepy with a $3 billion war chest for too long. We purchased shares roughly valuing the remaining 4 

properties at their depreciated book values. Austin and Washington DC buildings were purchased in the mid-90’s, the 

Denver building in 2009, and another Austin office tower in 2012. It is hard to grasp an office market so oversupplied 

that core CBD properties purchased at these vintages experience a complete reset of 6, 11, and 25 years’ worth of 

NOI growth and price appreciation. Anything is a possibility these days I guess, but I think we’re covered while we 

wait for management to invest the cash at better prices. 

 

Also, in mid-December we sold our position in Anthem (ANTM) and allocated the proceeds to United Healthcare 

(UNH), maintaining our exposure to health payers at around 18% of the portfolio. At the end of Q3 the Blue Cross 

Blue Shield Association (BCBSA), the umbrella organization for “blues” across the country, made a preliminary 

proposal to settle a multi-year anti-trust case for $2.67 billion. This payment is to be made proportionate by each 

BCBSA health plan. The BCBSA covers about 100 million members nationwide and ANTM represents about 40% of 

total BCBSA membership. ANTM’s proportionate payment could be a $1 billion charge, nearly 25% of its expected 

2020 earnings. Interestingly, the share price rallied on the news because included in the settlement proposal was 

BCBSA agreeing to lift restrictions on local BCBS plan geographic boundaries. BCBS plans can begin to horizontally 

integrate and compete in markets historically excluded from reach.  

 

The more I’ve thought about ANTM’s position in this hypothetical marketplace the more I’ve become less optimistic 

on them. While consolidation certainly brings better economics to the surviving health plan, I think it is only 

realistically available to much smaller companies. Looking back at anti-trust cases within healthcare over the last 

decade, the large health insurance companies are generally blocked from major horizontal acquisitions. Why would 

this change? This leaves ANTM competing in an increasingly crowded marketplace and the only strategy left to grow 

is to super charge their vertical integration. ANTM is behind in integration relative to UNH, and I don’t like situations 

where a company is being forced to play catch up. 

 

Nomadic’s approach in an extraordinary market year 
 

The venture capital community would label Nomadic’s approach as “thesis-driven investing,” meaning we look for 

positive, multi-year change within industries and then seek ways to competitively take market share and ultimately 

profit from it. This is different than “thematic investing” because we have no macro growth buckets to fill (i.e., SaaS, 

electric vehicles, or 3D printing), and it is different than “traditional value investing,” which is usually driven by 

bottoms up security analysis and dependent on reversion to the mean. When seeking opportunities in our approach, 

potential investments are viewed within the context of a well-developed industry thesis. The preferred assets to own 

become obvious the more developed a thesis becomes. 

 

This approach to investing isn’t exactly tailor-made for fast money years like 2020, where opportunities only hang 

around a few weeks, or even just a few days. In a frustrating hindsight, I lost our grip on a few very high returning 

stocks this year. These were opportunities where I did some work and began to build conviction towards initiating a 

position, only for the market to swiftly close the gap before we could. Conversely, Ameresco (AMRC), Clover Health 

(CLOV), One Medical (ONEM), and Oak Street Health (OSH) were opportunities we could move quickly on because 

they were in the crosshairs of an industry thesis, and Nomadic’s network of operators and investors provided a key 

advantage with a speedy and accurate due diligence. 

 

 
1 Special Purpose Acquisition Company   
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Corporate governance is also a major pillar of the approach. Our investments require true sponsorship2 to execute on 

our thesis. Due diligence on company sponsorship is not just a box checking exercise limited to the proxy statement. 

Instead, in Nomadic’s process the annual filings should be compared to “the flop” in Texas hold ’em poker: Enough 

information to know when to fold, but not enough to know how to bet. Sponsorship is ultimately about aligned 

intent, and to understand it you must ask questions. Insights here can only come from the on-the-ground hustle. It 

takes time, and not every opportunity is going to fit.  

 

Next-generation primary care providers and renewable energy development have been focus areas for Nomadic for 

some time. Both were positively affected by COVID, and our short-term performance inflected around mid-year after 

we increased exposure to them. However, these were not COVID-inspired decisions but rather the result of multiple 

deep dives unearthing the preferred assets to own, and what I believed to be good prices.  

 

One focus industry not yielding opportunities this year was waste and recycling, which was originally detailed in the 

Q4 2019 letter. 2020’s work began in early February by attending an industry conference and then continued 

throughout the year going deep into several companies. One example is a company that attended the February 

conference and announced in October its intention to go public via a SPAC. I was able to quickly reference the 

meeting notes with the founder and compare them to the filings presented by the SPAC’s sponsor. In this case, the 

SPAC is paying an enormous sum for a company that is yet to commercially exist but is expected to revolutionize the 

recycling industry over the next five years. My conversation with the founder back in February revealed the 

company’s technology still had major hurdles. The founder has since left the company. This was an easy pass.  

 

Looking forward to 2021 
 

Pockets of the US equity market are undeniably overvalued and perhaps are in “bubble” territory. With many stocks 

today, if an investor gets the future directionally correct but without near perfection on what revenues and margins 

will be in 5-7 years, they will likely lose money. In this environment we must cautiously pick our spots, knowing our 

portfolio companies deeply and having a great sense of what the future will bring them. As described above, this is 

how we always invest in core positions. However, the market has pushed some of our companies into objectively rich 

valuations (which we continue to hold), and it seems prudent to balance our portfolio away from such valuation 

headwinds. Our new EQC position is an example of this. 

 

Today, our portfolio is invested into 14 companies operating in 10 different industries. Our industry exposures are 

diversified across multi-line insurance, healthcare payers, healthcare providers, renewable energy development, 

industrial distribution, cable internet, forest products, asset management, commercial real estate, and retail 

foodservice. Despite COVID’s setbacks, each industry thesis is still very much intact, and I am excited about our 

portfolio’s prospects for 2021. With that said, the work never stops and there are projects in current and new 

industries I look forward to digging into this year. And of course, we have no clue what the market might bring us.  

 

Sincerely, 

Joshua Collinsworth 

 

  

 
2 Nomadic defines sponsorship as management teams and/or board of directors that are financially invested as a principal and actively 

working to create value through our preferred competitive strategy. Principal investing is in reference to balance sheet investments made 

by merchant banks, where the partners of the bank assume the risk of loss. We seek to address the “agency problem” when investing. 
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Disclosures 
 
Nomadic Value Partners is a d/b/a of Ashdon Investment Management, LLC. Additional information on NVP, Joshua Collinsworth, and 
Ashdon are available on the SEC’s website. In the preparation of this presentation, Ashdon relied on data taken from sources it believes 
are creditable. As such, Ashdon believes such data to be accurate and reliable. While Ashdon has taken efforts to ensure the data’s 
accuracy, Ashdon cannot verify that the data used are free of error. Ashdon has relied on such data to calculate and offer hypothetical 
scenarios in this presentation. Ashdon has presented such data in historical context and for historical hypothetical purposes. Historical 
results are not a guarantee of future investment performance. Ashdon has not used such data to intentionally mislead, nor has Ashdon 
intentionally omitted data that is relevant to its hypothetical scenarios. Upon request, Ashdon will provide a list of all securities 
recommended for the previous year. It should not be assumed that recommendations made in the future will be profitable or will equal 
the performance of the securities discussed herein. Ashdon assumes no responsibility for errors or omissions that result from the data it 
has relied on in this presentation, the sources of the data, or the calculation of such data. Information is current as of the date is it 
presented. Ashdon is neither required nor obligated to update this information as it becomes outdated. We urge you to compare the 
information contained herein with the information you receive directly from your account custodian. Differences in portfolio value may 
occur due to various factors, including but not limited to: (1) unsettled trades; (2) accrued income; (3) pricing of securities; and (4) 
dividends earned but not received. This presentation makes no offering of investment. The investment options discussed here must be 
offered through specific presentation of the terms and risks of the specific offering.  


