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April 16th, 2021 
 
 
 
Dear Partners: 
 
I hope that you are doing well. The partnership has compounded capital at an annualized rate of 
over 17% per year net of fees since inception. This has been achieved by following the disciplined 
value investing process that I outlined at the beginning of our journey in the Owner’s Manual. Along 
the way I have paid, and continue to pay, careful attention to guarding our capital against the risk of 
substantial permanent capital loss.  
 

 
Despite the significant recent upward price moves in a number of our holdings, the portfolio ended 
the quarter at an attractive Price to Base Case Value ratio of 66%. As new capital has come in, I 
have been able to add to a number of our existing holdings at very attractive prices. The portfolio 
had 12 investments, cash at 8% and option-adjusted net exposure at 42% at the end of the 
quarter. The ratio of Price to my estimate of Normalized EPS was 7x for a collection of businesses 
that I expect to grow profits at low-single digit rates on average over the long-term. 
 
I have frequently observed investment managers using recent good performance to go on a 
marketing spree. They imply to prospective clients that the recently achieved results are 
sustainable, even if the fine print of their disclaimers states the usual “past performance is no 
guarantee of future returns.” So what typically happens in such a situation? 
 
First, new clients come in primarily for one reason: recent good performance. Second, they have 
unrealistically high expectations of the performance that the manager is capable of delivering long-
term. Finally, when the inevitable reversion to the mean occurs, the clients leave disappointed. 
Thus, much of the industry encourages the terrible practice among its clients of buying high and 
selling low. I don’t think that there is a more damning statistic for the mutual fund industry than 
that the performance of the clients trails the performance of the underlying funds in which they are 
invested by several percentage points per year. 
 
Well, clearly the clients are not well-served by this practice, but what about the managers? If one 
were to judge by the profits that investment management firms deliver for their owners, they do 
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quite well. So unfortunately, unconstrained profit maximization leads much of the industry to make 
a lot of money for itself while the clients are frequently left with lackluster results.  
 
While I am in no way ashamed of running a profitable enterprise, profits are not my only, or even my 
primary motivation. When I started Silver Ring Value Partners, I wanted to create the kind of 
alignment of interests that I saw as lacking in much of the industry. I also have selfish reasons for 
behaving differently from the industry norm in this regard. I enjoy having like-minded partners who 
understand my process, share my long-term time horizon and appreciate value investing. 
 
I have had no inquiries about short-term results (even when those weren’t good), and the partners 
have been willing to provide capital not based on recent performance but based on my assessment 
of the opportunity set. This makes my job both much easier and much more enjoyable. I cannot 
imagine trading any amount of money for diluting the partnership base with the kind of investors 
who are obsessed with short-term results and all the negatives that might engender. 
 
With that in mind, let me be clear: the expectations for what constitutes excellent long-term 
performance that I outlined to you in the Owner’s Manual have not changed. I continue to view 
returns that exceed inflation by 10% per year over a full market cycle as an excellent goal to strive 
for. Importantly, I will not intentionally risk losing our capital by stretching for higher returns at the 
cost of exposing us to an undue chance of losing our money. Most of my family’s wealth is invested 
in the partnership, so when I say that I manage your money as if it were my own, I really mean it. 
 
Should future returns exceed that yardstick, let’s be pleasantly surprised together. However, I don’t 
want current or prospective partners to be disappointed. So if you are investing thinking that the 
last few years’ results are the new norm, I want you to hear it directly from me: I don’t think that 
they are. 
 
While the partnership has grown nicely since launch, it is still at a point where additional scale will 
benefit the partnership in terms of additional resources. Importantly, the level of assets is not close 
to the threshold where further growth would reduce our opportunity set and potential returns. I 
have committed to close the partnership to new capital before that point is reached, and nothing 
has changed in this regard. 
 
So if you know of someone who has the characteristics that I described: long-term time horizon, 
affinity for value investing and a willingness to use process to measure short-term progress, I would 
welcome an introduction. I know of no better filter for thoughtfully expanding the partnership than 
by asking my existing partners to recommend a few people just like them. With the portfolio 
currently attractively priced, Silver Ring Value Partners is open for business. But only to the right 
kind of partners. 
 
This quarter, we had a family office of a retired value investor join the partnership. I have also 
received several indications from new and existing partners of their intent to add capital during 
2021. Thank you for trusting me with your capital. 
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Executive Summary 
At the end of Q1 2021 the portfolio was attractively priced, with the Price to Base Case value ratio 
at 66%. The portfolio had 12 investments, cash at 8% and option-adjusted net exposure at 42% at 
the end of the quarter. My investment decisions are driven by bottom-up considerations, and cash 
is a residual of that bottom-up investment process. I do not seek to time the market, and I continue 
to rigorously stick to my criteria for quality and discount to intrinsic value. 
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Investment Activity  
 
I made the following changes to the portfolio during Q1 2021: 
 
• Exited the position in Discovery (DISCK) 
• Started a position in Discovery (DISCK) options following the collapse of the stock 
• Started a small position in Sprouts Farmers Market (SFM)  
• Started a small position in Aimia (AIM CN)  
• Exited the position in Covetrus (CVET) after it reached my Base Case value 
• Reduced the position in Charles & Colvard (CTHR) 
• Converted the Liberty Latin America (LILAK) position to all equity from equity and call options 
• Added a hedge against inflation in the form of a January 2023 put option on the iShares 20+ 

Year Treasury Bond ETF 
• Added Affirm (AFRM) to the put options basket 
• Added index put options on the Nasdaq 100 and the Russell 2000 as hedges 

 

 
● White: thesis is tracking roughly in-line with my base case  
● Orange: thesis is tracking somewhat below my base case 
● Red: thesis is tracking significantly below my base case 
● Dull Green: thesis is tracking somewhat better than my base case 
● Bright Green: thesis is tracking significantly better than my base case 
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• The portfolio is attractively priced at 66% of Base Case value 
• Option adjusted net exposure is at 42%, reflecting option-based hedges 
 
Operational Update 
 
• K-1s were once again delivered on time on March 15th. If you haven’t received yours, it is 

available via SS&C’s portal, or feel free to reach out to me and I can send it to you directly. 

• I am tentatively planning on holding a virtual Annual Partnership Meeting in the Fall. Details will 
follow at a later date. 

• I continued posting educational investing videos on my YouTube channel 
• I wrote several articles on general investing-related topics at the Behavioral Value Investor, a 

publication of Silver Ring Value Partners, including: 
o Warren Buffett’s Big Investing Mistake 
o 3 and a Half Insights from Charlie Munger at the 2021 Daily Journal Annual Meeting 
o What’s Missing From Howard Marks’ “Something Of Value” 

  

https://www.youtube.com/c/GaryMishuris?sub_confirmation=1
https://behavioralvalueinvestor.com/
https://behavioralvalueinvestor.com/blog/warren-buffett-pcc
https://behavioralvalueinvestor.com/blog/munger-2021
https://behavioralvalueinvestor.com/blog/howardmarksvalue
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Portfolio Update 
 

Investing Environment 
 
Imagine that you are entering a forest. It’s the middle of the summer. The days are hot and dry. An 
unusual amount of dry deadwood is strewn all across the forest floor. 
 
Other things have changed as well. Celebrity tourists, strangers to these lands, have set up shop 
and are now happy to give any passerby directions. The sign, which once used to read “Danger: Fire 
Hazard!” is hanging, crooked, on one nail. The word “Fire” is missing the “F”. 
 
Once upon a time, rangers used to comb this forest on a regular basis. They would help those who 
lost their way and make sure that the forest was safe for travelers. No longer. 
 
The crowds of visitors who come to visit the forest have multiplied from the trickle of years ago. 
They come without maps or safety equipment. And why should they carry such unnecessary 
burden? There hasn’t been a major fire in many years. Besides, there is always a friendly celebrity 
tourist on hand to offer guidance should any trouble arise.  
 
What about the forest Fire Warden? The man tasked with heading off trouble before it starts? He 
has been replaced with one lacking the prudence of his predecessors. The new man doesn’t 
believe in precaution. He has made it loud and clear: he wants to see the fires raging before he 
takes any action. Why should a man of his power trouble himself with preempting a forest fire when 
he can take care of it as soon as he sees one up close? 
 
To the contrary, the Fire Warden has a new mission: make as many travelers come to the forest and 
have a merry good time. He calls it full forest utilization.  
 
Recently, word has spread that a fire did break out, albeit it was contained. Apparently, a wealthy 
tourist found a few equipment vendors willing to rent him five tents on the cheap. They didn’t 
bother questioning what one man would do with all of that equipment or how he could make sure 
all five remain in good shape.  
 
And sure enough: having set up five tents with five fires, but still possessing only one pair of eyes, 
he let one of the fires get out of control. A couple of vendors were quick enough to reclaim their 
tents before the blazes engulfed them. Others suffered a major loss. What about the wealthy 
tourist? He was lucky enough to escape with just the skin on his back, unsinged, but no longer 
wealthy. Instead of fun memories, he took home a lesson: it’s dangerous to play with fire. 
 
The word on the street is that there isn’t much to worry about. Sure, it’s dry and there is plenty of 
kindling in the forest. But that’s been the case for years, and yet no major fire. See? Besides, if a 
major blaze did erupt, surely the Fire Warden will quickly show up as promised and snuff it out. 
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Portfolio Activity 
 

Discovery (DISCK) 

After years of languishing at what my analysis suggested was an extremely low price relative to 
business value, Discovery’s stock sky-rocketed in 2021. With the company launching its direct to 
consumer (DTC) Discovery+ service, market sentiment completely shifted. Whereas before people 
would yawn when I brought up the company and would cut off all discussion by doubting the 
business’s terminal value, now it started to be perceived as a growth company. 
 
My view on Discovery+ was, and is, that it does increase the company’s value. The reason is that in 
a linear cable TV world, there were very few ways to monetize the company’s vast library of content. 
This potential energy was converted into kinetic energy with the launch of the DTC offering which 
heavily leans on the library for its content. However, the amount of value creation was, and still is, 
highly uncertain as these are very early days of the rollout of this service. 
 
I stuck to my process, and began reducing the position prior to Q1 results, at ~ 90% of my Base 
Case value. After the company reported its results, my value estimate went up, by roughly 10%. The 
new evidence about the uptake of the DTC service by consumers was encouraging, but given that 
we are still early in the adoption curve it is hard to draw strong conclusions at this point in time. The 
market however reacted extremely positively, taking the stock first to, and then somewhat past my 
increased Base Case value. 
 
I remained disciplined, and continued reducing the position between 95% and 105% of my value, 
selling my last shares in the low $60s. On average, I exited the position at $51, or somewhere 
between 90% and 95% of my Base Case value. I never try to capture the last dollar, as at that point 
the investment typically lacks sufficient margin of safety. While the wait was long, the rewards were 
meaningful given that we purchased the shares between $15 and $25. This demonstrates that for 
a business that is appreciating in value and whose stock is trading at a large discount to value, you 
can be early and still achieve an attractive annualized rate of return. In short, long-term investing 
pays off. 
 
The above was all that I was going to write to you about Discovery. And then, to quote the classic 
line from The Godfather Part III, “Just as I thought I was out, they pull me back in!” Then the 
Archegos episode happened. 
 
If you have avoided all financial news in the last month, Archegos is the family office of an ex- 
hedge fund (ex) billionaire. This man apparently had a very strong appetite for leverage, as by some 
reports the portfolio that he was running was levered 5:1. Furthermore, he was running a very 
concentrated portfolio, and Discovery was one of his few holdings.  
 
Warren Buffett once said: “Whenever a really bright person goes broke who has a lot of money, it is 
always because of leverage.” Most people seem to ignore the warning as they think that they can 
get the benefit of financial leverage while skirting the risks. I am not one of them. Silver Ring Value 
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Partners employs no portfolio leverage and does not use margin debt. I strongly believe that a good 
and safe rate of return is far preferable to a possibly higher rate of return that bears the risk of 
losing a lot of our money. 
 
After Archegos became financially over-extended, one of its holdings declined in price. That led to 
margin calls and forced selling of its securities at depressed prices. The vicious cycle unfolded 
rapidly, with distressed selling leading to more margin calls, and the latter leading to even more 
distressed selling.  
 
Discovery’s price for its C-shares (DISCK) collapsed from a recent high of $66 to an intra-day low of 
$31 on Friday 3/26. If this is not a direct challenge to the Efficient Market Theory, I am not sure 
what is. Mind you, this is a highly liquid stock which in the span of less than a week lost more than 
half of its market value on no fundamental news. Fundamentals, however, were the last thing on 
anyone’s mind. All market participants were trying to figure out was when/if the next block of 
Discovery’s stock would come to market and at what price.  
 
As I assessed the opportunity over the weekend, my first inclination was to just buy the stock. It was 
now below 65% of my Base Case value and I was happy to own again at those levels. However, 
upon further inspection, the options were far more irrationally priced than the equity. With everyone 
panicking and wanting short-term insurance against further price declines, implied volatility in the 
options went through the roof. The annualized rate of return on the April 16th $35-strike put options 
was over 200%. Put differently, with the stock trading slightly above $35, I could sell put options 
(insurance) for about 2 weeks and receive a premium of over $3/share. If the stock were to fall 
below $35, my effective purchase price would now be around $32. If the stock stayed above $35, I 
would keep the premium free and clear. 
 
I sold the April 16th $35 put options in the amount that if the stock were put to me would make for 
a 10% position. I set aside the cash to purchase the shares should such an event occur, thus not 
employing any leverage. I then used the premium received from the sale to buy the $42.50 May 
21st call options. This is well past the expected date of the company’s Q2 earnings call, which 
should add incremental information about its value and perhaps allow sufficient time for the 
market to refocus on the fundamentals. Ultimately, if the stock price remains near current levels 
and my value estimate stays the same or rises, I expect the partnership to acquire a position in the 
company’s stock. 

 

Charles & Colvard (CTHR) 

The company reported a surprisingly strong Q4, with organic sales growth of 14% y/y. This was all 
the more impressive given that this growth was all driven by the roughly half of the business that is 
online, given that retail sales were flat due to the impact of COVID on shopping trends. These 
results were matched by substantial growth in profitability. 
 
While Moissanite has been around for many years, its popularity started to gain traction in the 
second half of 2020. Consider the following Google Trends results: 
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The increase in general interest in Moissanite seems to be accompanied by a sharp acceleration in 
growth in traffic to the company’s website, according to SimilarWeb: 
 

 
To put it another way, January 2021 traffic to the site appears to have been roughly equal to the 
typically seasonally high December traffic.  
 
If these data points are a beginning of a long-term trend, then the stock is extremely cheap despite 
the recent upward move in the price. I estimate that the company’s current run-rate EPS, fully 
taxed, is north of 20c per share, putting the stock at around 10x P/E excluding cash and the value 
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of NOLs. The company’s average sale price is slightly above $1K. It currently does a bit over $30M 
in annual revenues. If Moissanite is really on the cusp of taking off and management executes, 5 to 
10 years out there is no reason why the company can’t be 5x-10x+ its current size. 
 
Balancing against these recent positive developments is the company’s long-term history. The 
company has been at this for a long time, albeit not under the current management team. There 
have been a number of false starts in the past where it seemed like the company’s business was 
finally reaching escape velocity, with each instance proving to be a false start. There is also 
substantial competition, both from lower-priced Chinese knock-offs and from lab-created diamonds. 
These are formidable risks, and ones that I take seriously. 
 
I sold approximately a third of our position during Q1 in order to manage risk consistent with my 
investment process. The Portfolio at Risk (PaR) exceeded my maximum of 10%, and I reduced the 
position in order to bring risk down to acceptable levels. Despite managing a concentrated portfolio, 
I know very well that I am fallible and can make mistakes. I don’t want any single mistake to be 
large enough to overwhelm the rest of my decisions in the portfolio. Over time, I want the 
disciplined and repeatable execution of my investment process to drive the results, not any one 
investment.  
 
On balance, I remain optimistic and believe that the risk/reward remains very attractive. I will be 
monitoring developments carefully in order to better gauge whether the company is really poised for 
a much brighter future than its past, or if this is just another flash in the pan. 
 

Aimia (AIM CN) 

Aimia is a Canadian holding company. It is managed by like-minded value investors who took over 
relatively recently, and which was trading at close to 50% of my estimate of Net Asset Value (NAV) 
when I purchased the shares. 
 
The company’s main asset is a 49% stake in PLM, the loyalty program of Aeromexico, which is going 
through bankruptcy. PLM is bankruptcy-remote, and has continued to pay dividends to its owners. 
Aeromexico has recently signed a new agreement with Aimia, which gives the airline the option to 
buy out PLM at the higher of USD 400M plus pre-rata cash (currently USD 80M) or 7.5x EBITDA. 
Aeromexico recently received Debtor-In-Possession financing, and there is a reasonable chance 
that it will decide to buy out Aimia on those terms within the next few years once it exits bankruptcy.  
 
If the buyout does not occur, we stand to receive an attractive stream of dividends from PLM which 
should more than cover the holding company corporate costs. The company has no debt. The rest 
of the assets are a collection of cash and smaller investments. It also has meaningful NOLs that it 
can utilize over the years as it makes new acquisitions. Given that management already bought 
back roughly 40% of shares at a very attractive price, I believe our capital is in good hands here.  
 
I think this is a good investment for three reasons. The first is the discount from NAV. The second is 
a competent and aligned management team that thinks similarly about investing to the way that I 
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do. The third is that Aimia’s long-term economic outcome should be relatively uncorrelated to the 
economic drivers of most of our other investments, providing both diversification and an attractive 
expected return. 
 

Sprouts Farmers Market (SFM) 

Sprouts Farmers Market is a small format food market focused on produce and better-for-you 
products. The company is trading at approximately 55% of my Base Case Value, has a safe balance 
sheet and a competent management team. 
 
In the middle of 2019 Jack Sinclair took over as CEO. The company, which IPO-ed as a high-growth 
retailer, had hit a rough patch. Comps decelerated to almost zero. Gross margins were under 
pressure as the company attempted to drive traffic with its promotional hi-low pricing strategy. The 
stock was down by more than 50% from its post-IPO high of 5 years prior. 
 
Jack came from a great background for the job. He was the EVP of U.S. Groceries at Walmart and 
more recently the CEO of 99 Cents Only, a dollar-store concept. So he came in to the job familiar 
both with the U.S. grocery market and with operating a small-box retailer. 
 
Under Jack’s leadership, the company dug deep to better understand its target consumer. The 
results of the research was a shift away from overly promotional pricing that was appealing to a 
very small group of not very profitable customers. Combining the improved Gross Margins with a 
lowered cost to build a store due to eliminating unprofitable frills, the company was able to achieve 
very attractive, ~ 40%, 4-wall cash-on-cash return by year 4.  
 
The plan is to restore same-store sales growth to low single-digits, and to continue to grow units by 
10%+ per year with flat to expanding operating margins. If the company achieves this, it will 
rightfully deserve the label of “compounder.” If it fails, I think the risk is low. We are buying the 
shares at a low-teens P/E multiple on earnings normalized down for the positive impact of COVID. 
The embedded expectations are essentially for no store growth with a low single digit comp. As long 
as the business doesn’t completely fall apart, which it has shown no indication of, the risk/reward 
is quite asymmetric in our favor, which is how I like it. 
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Performance Discussion and Analysis 
I encourage you to consider the results summarized below in conjunction with both the investment 
thesis tracker as well as the discussion of the individual companies in this letter. Any investment 
approach that is judged over less than a full economic and market cycle is liable to appear better 
than and worse than it really deserves at different points. Ultimately, it is the quality of the 
investment process and the discipline with which it is implemented that determines the long-term 
outcome. Therefore, I strongly encourage you to focus on process over outcome in the short-term. 
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Your Questions 
As I have committed to do in the Owner’s Manual, I will use these letters to provide answers to 
questions that I receive when I believe the answers to be of interest to all of the partners. This 
quarter I received one question that I thought it would be helpful to address in this letter. (Please 
keep the questions coming; I will do my best to address them fully.)  
 
How is our portfolio protected against a rise in inflation? 
 
There are two ways to protect against inflation: by owning businesses that have strong pricing 
power and are likely to be able to pass through any inflationary pressures, and by explicitly hedging 
against inflation. I would love to tell you that every company in the portfolio possesses the kind of 
pricing power that makes me confident that it could easily pass through cost pressures in a rapidly 
accelerating inflation environment. Alas, that is not the case. 
 
Why? While I would love to own nothing but the best businesses, those are rarely available at a 
price that allows for meaningful excess return. Owning a great business at a price that fairly reflects 
its future prospects is going to give us just average rates of returns. I know the fashion of late 
among investors has been to focus on the cream of the crop among businesses and to talk at 
length of great compounders. Those can be powerful investments, but not unless the price is right. I 
am eagerly awaiting some of those companies to go on sale. Until they do I will not loosen my value 
investing discipline and pay fancy prices that embed lofty expectations of the future that I cannot 
be confident the companies will exceed. 
 
We own, on average, a collection of good, but not great, companies at what I think are great prices. 
That means that I cannot be completely confident that should inflation accelerate that we will not 
be adversely impacted. 
 
Why should we worry about inflation? Because our government is being imprudent with its finances 
and is hoping that some new-fangled economic theories are going to allow it to perform financial 
alchemy. It is of course possible that unlimited printing of money under certain circumstances will 
not lead to accelerating inflation. I am no macro-economist. I pride myself on my ability to 
understand the micro-economics of the companies that I am invested in.  
 
Don’t worry – this hasn’t changed and I do not fancy myself as being able to predict whether 
inflation will indeed meaningfully and sustainably accelerate. What I do believe is that it’s hard to 
argue that the risk of accelerating inflation is not higher than it has been in some time. I did decide, 
after deep thought and exactly because I want my micro-economic analysis to be the driver of the 
partnership’s long-term results, to hedge against inflation. 
 



 
 
 
 
 

14 

Silver Ring Value Partners Limited Partnership • One Boston Place, Suite 2600, Boston, MA 02108 • www.silverringvaluepartners.com 

There is a myriad of ways bandied about of what assets and “assets” will do best in a rising 
inflation environment. That list includes gold, commodity producers, energy-related companies and 
crypto-“currencies” to name just a few. I thought through the list and came to the conclusion that I 
still don’t know, nor have a reasonable shot at learning, enough about any of these to use them as 
a hedge. So I decided to go for the most direct hedge available. 
 
iShares 20+ Year Treasury Bond ETF (TLT) is an ETF of ultra-long duration U.S. treasury bonds. If we 
were to use a representative 25-year bond as an example, and were to assume that the yield on 
such a bond were to rise from ~ 2% now to 6.5%, that would cause the value of such a bond to be 
cut approximately in half. I purchased the January 2023 put options on TLT, with a strike price set 
such that should the above event come to pass, the options would pay off roughly 10:1. 
 
I sized the position at 1.5%. The logic behind that was that a 15% pay-off should be sufficient to 
protect us in combination with some pricing power among our portfolio holdings. At the same time, 
the cost at roughly 0.75% per year is acceptable given that I am far from sure that accelerating 
inflation will come to pass. In other words, we gave up a small portion of our expected return in 
exchange for mitigating a large permanent capital loss in case inflation were to accelerate for a 
prolonged period of time. 
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Portfolio Metrics 
I track a number of metrics for the portfolio to help me better understand it and manage risk. I track 
these both at a given point in time, and as a time series to analyze how the portfolio has changed 
over time to make sure that it is invested in the way that I intend for it to be. Below I share a 
number of these metrics, what each means, and what it can tell us about the portfolio. As time 
passes, you should be able to refer to these charts and graphs to help you gain deeper insight into 
how I am applying my process.  
 

Price % Base Case Value 
This metric tracks the portfolio’s weighted average ratio between market price and my Base Case 
intrinsic value estimate of each security. This ratio is presented both including cash and 
equivalents, which are valued at a Price to Value of 100%, and excluding those. All else being 
equal, the lower these numbers are, the better. Excluding cash and equivalents, a level above 
100% would be a red flag, indicating that the portfolio is trading above my estimate of intrinsic 
value. Levels between 90% and 100% I would characterize as a yellow flag, suggesting that the 
portfolio is very close to my estimate of value. Levels between 75% and 90% are lukewarm, while 
levels below 75% are attractive. 
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Quality Quintiles 
As outlined in the Owner’s Manual, I evaluate the quality of the Business, the Management and the 
Balance Sheet as part of my assessment of each company. I grade each on a 5-point scale with 1 
meaning Excellent, 2 Above Average, 3 Average, 4 Below Average and 5 Terrible. The chart that 
follows presents the weighted average for each of the three metrics for the securities in the 
portfolio.  

 

 

Portfolio at Risk (PaR) 
I estimate the Portfolio at Risk (PaR) of each position by multiplying the weight of each position in 
the portfolio by the percent downside from the current price to the Worst Case estimate of intrinsic 
value. This helps me manage the risk of permanent capital loss and size positions appropriately, so 
that no single security can cause such a material permanent capital loss that the rest of the 
portfolio, at reasonable rates of return, would not be able to overcome. I typically size positions at 
purchase to have PaR levels of 5% or lower, and a PaR value of 10% or more at any time would be 
a red flag. The chart below depicts the PaR values for the securities in the portfolio as of the end of 
the quarter. Positions are presented including options when applicable.  
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Normalized Price-to-Earnings (P/E) Ratio 
I supplement my intrinsic value estimates, which are based on Discounted Cash Flow (DCF) 
analysis, with a number of other metrics that I use to make sure that my value estimates make 
sense. One of the more useful ones is the Normalized P/E ratio. The denominator is my estimate of 
earnings over the next 12 months, adjusted for any one-time/unsustainable factors, and if 
necessary adjusted for the cyclical nature of the business to reflect a mid-cycle economic 
environment. The numerator is adjusted for any excess assets (e.g. excess cash) not used to 
generate my estimate of normalized earnings. One way to interpret this number is that its inverse 
represents the rate of return we would receive on our purchase price if earnings remained 
permanently flat. So a normalized P/E of 10x would be consistent with an expectation of a 10% 
return. While the future is uncertain, it is typically my goal to invest in businesses whose value is 
increasing over time. If I am correct in my analysis, our return should exceed the inverse of the 
normalized P/E ratio over a long period of time.  The graph below represents the weighted average 
normalized P/E for the equities in the portfolio. 
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Conclusion 
My youngest son, Jacob, loves to play with a toy cheetah in preschool. But not if the dinosaurs are 
out. Those are his favorites. 
 
One morning, I asked him: "Do you think the dinosaurs will be out?" 
 
"Yeah." 
 
"What makes you think that?" 
 
"They were out yesterday." 
 
"So you think that because they were out yesterday that they will be out today?" 
 
"Yeah." 
 
Stock market participants are a bit older than my son. But in some ways no more sophisticated. 
Why do they think that stocks will be up today? Because they were up yesterday. 
 
When Jacob came home, I eagerly asked him: “So were the dinosaurs out?” 
 
“No…” 
 
“What about the animals?” 
 
“They weren’t out either. We played with blocks instead.” he said. 
 
I am happy to answer any questions you have. Your feedback is important to me; please let me 
know how I can improve future letters. I greatly appreciate your trust and support, and I continue to 
work diligently to invest our capital.  
 
 
 
 
 
Sincerely, 
 

Gary Mishuris, CFA 
Managing Partner, Chief Investment Officer 
Silver Ring Value Partners Limited Partnership  



 
 
 
 
 

20 

Silver Ring Value Partners Limited Partnership • One Boston Place, Suite 2600, Boston, MA 02108 • www.silverringvaluepartners.com 

IMPORTANT DISCLOSURE AND DISCLAIMERS 
 
The information contained herein is confidential and is intended solely for the person to whom it has 
been delivered. It is not to be reproduced, used, distributed or disclosed, in whole or in part, to third 
parties without the prior written consent of Silver Ring Value Partners Limited Partnership (“SRVP”). 
The information contained herein is provided solely for informational and discussion purposes only 
and is not, and may not be relied on in any manner as legal, tax or investment advice or as an offer 
to sell or a solicitation of an offer to buy an interest in any fund or vehicle managed or advised by 
SRVP or its affiliates. The information contained herein is not investment advice or a recommendation 
to buy or sell any specific security. 
 
The views expressed herein are the opinions and projections of SRVP as of March 31st, 2021, and 
are subject to change based on market and other conditions. SRVP does not represent that any 
opinion or projection will be realized. The information presented herein, including, but not limited to, 
SRVP’s investment views, returns or performance, investment strategies, market opportunity, 
portfolio construction, expectations and positions may involve SRVP’s views, estimates, assumptions, 
facts and information from other sources that are believed to be accurate and reliable as of the date 
this information is presented—any of which may change without notice. SRVP has no obligation 
(express or implied) to update any or all of the information contained herein or to advise you of any 
changes; nor does SRVP make any express or implied warranties or representations as to the 
completeness or accuracy or accept responsibility for errors. The information presented is for 
illustrative purposes only and does not constitute an exhaustive explanation of the investment 
process, investment strategies or risk management. 
 
The analyses and conclusions of SRVP contained in this information include certain statements, 
assumptions, estimates and projections that reflect various assumptions by SRVP and anticipated 
results that are inherently subject to significant economic, competitive, and other uncertainties and 
contingencies and have been included solely for illustrative purposes.  
 
As with any investment strategy, there is potential for profit as well as the possibility of loss.  SRVP 
does not guarantee any minimum level of investment performance or the success of any portfolio or 
investment strategy. All investments involve risk and investment recommendations will not always 
be profitable. Past performance is no guarantee of future results.  Investment returns and principal 
values of an investment will fluctuate so that an investor's investment may be worth more or less 
than its original value  
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