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April 22, 2021 

 

Reason can only speak. It is love which sings. 

- Joseph de Maistre 

 

Dear Partner: 
 

Arquitos returned 41.2% net of fees in the first quarter of 2021. The fund is up approximately 81% over 

the last six months. Please see page three for more detailed performance information. 

 

Our positions in Nam Tai Property (NTP), Enterprise Diversified (SYTE), and ALJ Regional Holdings (ALJJ) 

were the primary drivers of performance during the first quarter.  

 

I wrote about NTP in last quarter’s letter as a special situation with a hard catalyst. The story I laid out in 

the letter materialized and shares rose from $5.85 on December 31 to $12.33 at quarter end. An activist 

investor had sued NTP to reverse a private placement from last fall orchestrated by the company’s 

controlling shareholder. At the trial earlier this year, the court reversed the private placement and found 

that the controlling shareholder had initiated it in order to thwart the activist’s calls for a special meeting.  

 

The court also set the date for a special meeting for April 26. The activist is nearly certain to win. However, 

a wrinkle in the situation occurred that may allow us to take a second bite at the trade. The controlling 

shareholder appealed the court’s decision, and the court granted a stay. The special meeting is now 

postponed.  

 

To make things even more fun, most of the proceeds from the private placement have been caught up in 

a separate scandal. The proceeds from the now-reversed private placement will likely need to be returned 

to the controlling shareholder at some point. However, the court found that the logistics for that return 

should occur after the special meeting and those logistics should be decided by the new board.  

 

NTP reported in their annual report that most of the private placement proceeds, approximately $150 

million of the $170 million total, were invested through Credit Suisse into a supply chain management 

fund. This fund, almost certainly Greensill, was sold to clients by Credit Suisse as a sort of cash-equivalent 

vehicle. It was anything but. Credit Suisse is now liquidating that investment and it may be years until the 

investors in the vehicles receive a full recovery; and there is a possibility that they will realize a material 

loss. NTP has said they have received half of their investment back. When I spoke to NTP’s management, 

they told me that they do not yet know the timing for the return of their investment but that they expect 

a full recovery. The company’s commentary to me about why they chose to invest in Greensill was 

unconvincing. 

 



2 | P a g e  

 

 
 

New and interesting information is coming out daily, but the bottom line is that this new scandal is a 

continuation of many troubling decisions by NTP’s management. Of course, this is why there was an 

opportunity to buy into the company at an attractive valuation in the first place. The decisions of NTP’s 

management are what led to the shares becoming so undervalued and are what attracted the activist to 

the situation. 

 

We have significantly decreased our position in NTP since the end of Q1 and will be looking for 

opportunities to get more heavily involved again at a lower price.  

 

We also had news from one of our other major positions, MMA Capital (MMAC), that came out after the 

end of the quarter. MMAC was caught up in the major winter storms that occurred in Texas, and they 

announced that they may see losses of up to $4 per share. This caused shares to drop from $22.81 at the 

end of the first quarter to the $17 range. Our portfolio allocation for MMAC was down to less than 17% 

at the end of Q1. 

 

We are continuing to hold our shares. Adjusted book value is around $39. Even with a $4 hit, which is 

likely overstated, the discount between the share price and NAV is massive. The Texas situation was a 

one-time black mark on the company and involved a lot of bad luck on timing. MMAC’s management has 

a long history of acting ethically and in the interests of shareholders, and I am confident that they will 

continue to do so. After all, they are all major shareholders themselves. 

 

I expect more guidance on their capital allocation strategy going forward, as well as details on what they 

will do to close the discount to NAV.  

 

It has been an interesting quarter, and I expect even more market-moving news to come in the portfolio 

over the next few months. Given the current market environment, I am continuing to be much more 

nimble when compared to the past few years. I am also seeing several new event-driven opportunities, 

so the make-up of the portfolio could change quickly.  

 

Thank you again for your continued support. I look forward to giving you another update shortly. In the 

meantime, I would love to have you join us virtually at Enterprise Diversified’s annual meeting on May 

27. Please visit enterprisediversified.com for more information.  

Best regards, 

 

Steven L. Kiel 

 
 
 
  

https://enterprisediversified.com/
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Arquitos Performance Compared to the S&P 500 
 

  Arquitos (Gross) Arquitos (Net) S&P 500 

2021 YTD 41.6% 41.2% 6.2% 

2020 -1.3% -2.3% 18.4% 

2019  -13.8% -14.7% 31.5% 

2018 -30.6% -31.3% -4.4% 

2017 80.8% 64.0% 21.8% 

2016 65.4% 54.9% 12.0% 

2015 -14.0% -14.8%   1.4% 

2014 72.8% 57.8% 13.7% 

2013 58.7% 46.6% 32.4% 

2012*    9.0%   7.2%   4.9% 
   

  

Cumulative 542.8% 334.0% 245.4% 

Annualized 23.0% 17.7% 14.8% 
 

                     *Founded April 10, 2012 
 

 

Disclaimer 
 

This letter is for informational purposes only and does not reflect all of the positions bought, sold, or held 

by Arquitos Capital Offshore Master, Ltd. or its feeder funds, Arquitos Capital Partners, LP, and Arquitos 

Capital Offshore, Ltd. Any performance data is historical in nature and is not an indication of future results. 

All investments involve risk, including the loss of principal. We disclaim any duty to provide updates or 

changes to the information contained in this letter. 
 

Performance returns presented above are for Arquitos Capital Partners, LP and reflect the fund’s total 

return, net of fees and expenses, since its April 10, 2012, inception. They are net of the high water mark 

and the 20% performance fee, applied after a 4% hurdle, as detailed in the confidential private offering 

memorandum. Arquitos Capital Offshore, Ltd. was launched on March 1, 2018. Returns from Arquitos 

Capital Offshore, Ltd. may differ slightly and are not presented here. 
 

Performance returns for 2021 are estimated by our third-party administrator, pending the year-end audit. 

Actual returns may differ from the returns presented. Positions reflected in this letter do not represent all 

the positions held, purchased, or sold.  
 

This letter in no way constitutes an offer or solicitation to buy an interest in Arquitos Capital Partners, 

LP, Arquitos Capital Offshore, Ltd., or any of Arquitos Capital Management’s other funds or affiliates. 

Such an offer may only be made pursuant to the delivery of an approved confidential private offering 

memorandum to an investor.   

 


