
 
 

August 17th, 2017 
 
Dear Partner: 
 
 
We’re pleased to report that in the 2nd quarter of 2017, Dane Capital Management 
(the “Fund”) returned 10.6%i, net of fees and expenses, resulting in the Fund 
generating a 22.8% return year-to-date.   
  
We’ve stated, both when results have been disappointing and strong, that Dane’s 
performance should be judged over years, and not months and quarters. We remain 
optimistic about our ability to identify unique ideas and produce outstanding 
returns over time.  
 
We’re confident regarding our Fund’s prospects over the next several quarters, 
particularly given recent earnings reports (regardless of positive or negative near-
term stock action) as they validate our theses on our core holdings. Moreover, we 
continue to see interesting opportunities, although we remain judicious, as always, 
and add new stocks to the portfolio at a conservative pace.  
 
Interestingly, even with the Fund’s strong year-to-date results, several of our largest 
positions have not contributed to the positive performance (or, in some cases, have 
negatively contributed to the Fund’s performance), despite healthy fundamentals. 
We are confident, that both these companies, and our other holdings, which we view 
as below their intrinsic value, will reflect fair value in quarters to come. 
 
Our portfolio has become more concentrated than it was a year ago. This isn’t 
simply a reflection of wanting to allocate more capital to our top ideas. It’s a result of 
assessing how we were spending our time. We thought the work we were doing on 
ideas 16-30 resulted in less time spent on ideas 1-15, which was having a negative 
impact upon returns. While some investors may prefer greater diversification, we 
believe we were doing our investors (amongst whom we are the largest) a 
disservice by our former, more diversified structure. 
 

“Charlie and I operated mostly with 5 positions. If I were running 50, 100, 
200 million, I would have 80% in 5 positions, with 25% for the largest. In 
1964 I found a position I was willing to go heavier into, up to 40%. I told 
investors they could pull their money out. None did. The position was 
American Express after the Salad Oil Scandal. In 1951, I put the bulk of my 
net worth into GEICO. There were various times I would have gone up to 
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75%, even in the past few years. If it’s your game and you really know your 
business, you can load up.” – Warren Buffett, February 25, 2008 
 

We don’t claim to have the insight, courage, or balance sheet of Warren Buffet, but 
we believe our increased concentration has been a positive change, that has been 
reflected in the Fund’s returns. It was a stated goal when we founded Dane Capital 
to be the expert (or among the experts) in the stocks we own. At 20-30 stocks, this 
proved challenging. We think we are now right-sized and are confident that we have 
unique insight into most of our core holdings.  
 
We are pleased to have strong, and usually, very cordial relationships with the 
managements of our core holdings, and this was exemplified in 2Q. We spent 
considerable time with the leadership of 4 of our top 5 holdings during the 2nd 
quarter. In May we attended an investor day in Cancun with Playa (including site 
visits to 3 of their hotels), a $1bn+ market cap, all-inclusive resort company, focused 
primarily in the Caribbean.  The event was attended by fewer than 20 buy-siders. It 
provided an opportunity to spend hours with Playa’s CEO, Bruce Wardinski and CFO 
Ryan Hymel – a write-up of our observations is here. In addition, we attended the 
annual meeting of Limbach and spoke at length with CEO Charlie Bacon, whom 
we’ve gotten to know well over the past year, and with whom we enjoy an ongoing 
dialogue. We spent multiple hours with Yatra CEO Dhruv Shringi, and initiated 
several investor meetings, introducing Yatra to multiple thoughtful small cap 
investors with significant AUM. Finally, we were the only buy sider invited to 
$400mn+ market cap Daseke’s ringing of the closing bell at the NASDAQ (this was 
actually during the last week of March). At the event we had the opportunity to meet 
the CEOs of several of Daseke’s acquired companies, providing greater insight into 
what we believe will be a very successful investment. This represents considerable 
time spent with 4 of Dane’s 5 largest holdings.  
 
Dane is built on a long-term strategy, with a private equity mentality. We’re not an 
activist firm, but consider ourselves “constructivists.” Having an open and ongoing 
dialog with the leadership of the companies in which we invest, allows us to better 
understand their long-term strategy, and have a voice regarding our thoughts on the 
highest and best use of excess capital. If news breaks regarding a merger of 
competitors or there are concerns about regulatory or technological changes, or if 
we should need to speak to management for any reason, we feel comfortable that we 
will have prompt access. As stated earlier, our goal is to be the expert on our 
portfolio companies, and we’re confident that is the case. 
 
 
“Keep your eye on the ball and hit ‘em where they ain’t.” – Willie Keeler, 
lifetime .341 hitter and member of the Baseball Hall of Fame 
 
A question multiple LPs have asked us is why we spend so much time examining 
opportunities in SPACs (Special Purpose Acquisition Companies, A.K.A. “Blank Check 
Companies”), which now account for over half of our Fund’s portfolio (we are 
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referencing post-SPAC or “de-SPACed” transactions). Given the highly competitive 
nature of professional investing, we believe it’s optimal to spend our time where 
relatively few other investors are looking (“hit ‘em where they ain’t”), and where 
there is a high probability of a mispricing. We think SPACs – post identifying a 
merger partner, fit the bill perfectly. 

Dane’s goal is to find mispriced securities where we believe there’s an asymmetric 
risk/return profile. Obviously, there are thousands of investment alternatives, and a 
finite number of hours in the day. As a result, we spend a disproportionate amount 
of time looking at situations that lend themselves to mispricings. Joel 
Greenblatt’s You Can be a Stock Market Genius explicates the reasons mispricings 
frequently exist in spin-offs, restructurings, bankruptcy emergences, rights offerings 
and other special situations. We spend a lot of time in these areas, but so do many 
other very talented value-oriented investment funds. Historically, we’ve also spent a 
great deal of time analyzing micro and small-cap securities, as well as turnarounds, 
because they, on average, also have a far smaller investor following. 

However, we’ve found turnarounds often take longer than expected, or simply don’t 
work out as planned – although we still look at many. Similarly, micro-caps often 
have challenges, whether it’s being undercapitalized so they are unable to exploit 
potential advantages, or liquidity limitations in trading. While micro-caps make up a 
portion of Dane’s portfolio, we have raised the bar on what is an acceptable 
investment.  

Like most, we prefer to avoid heavy lifting when we can. We have found SPACs to be 
systematically inefficient, and frequently, dramatically mispriced (in both directions, 
i.e. both way too cheap and way overvalued). If we can avoid reliance on market 
share gains, new product approvals, margin expansion, or asset divestitures, and 
simply find profoundly mispriced securities (i.e. the nothing has to go right other 
than the market become aware scenario) that strikes us as especially attractive.  

SPACs are an area in special situations investing that is not particularly crowded. 
Most of our buyside friends have at least one SPAC horror story, and often won’t 
look at a SPAC until it’s posted several quarters of operating results (post-merger).  

Whereas IPOs are priced market-efficiently (or in theory are) SPACs typically are 
not. What we mean by that is if an underwriter were pricing an IPO, they’d use all 
existing facts to come up with an IPO price range. Then, they’d have the company go 
on an institutional roadshow, and at the end of it, the company’s IPO price would be 
based on what the market determines. This price could vary from what is the 
company’s true intrinsic value. However, at least in theory, this is a market-
determined efficient price. 

This stands in stark contrast to SPACs, which all start out priced at $10. When a 
sponsor announces a merger, the fair value could be $2 and it could be $18 (or 
something in between). Sponsors have a motive to find a deal, any deal, to receive 
their “promote” and expense reimbursement. This frequently results in a cynical 
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investor community, likely to dismiss, or not even look at, a transaction. In general, 
most SPACs trade somewhere near $10 after identifying a transaction, and even the 
clear winners, tend to creep higher at a slow pace, creating a potentially wonderful 
opportunity to build sizeable positions in quality companies without impacting 
share price. To be clear, this cynicism has been warranted based on the historical 
less than stellar performance of the SPAC segment. 

However, over the last 18 months we’ve seen a greater quantity of well-respected 
SPAC sponsors with higher quality transactions – resulting in far better outcomes 
(on average). There have been some unimpressive transactions in the mix – which 
we view as beneficial, as it continues to keep many/most investors away from 
SPACs. However, Dane performs deep dive research on virtually all SPACs, and with 
a greater number of reasonably valued, investor friendly SPACs coming to market, 
we are confident our time is well spent, and we will continue to benefit from our 
work in this segment. 

An additional attractive aspect of SPACs is that many have higher market caps and 
greater liquidity than the micro and small-caps on which Dane had traditionally 
focused. Currently, almost 75% of our holdings have a market cap that exceeds 
$400mn, versus approximately 25%, 12 months ago, even though our holdings have 
essentially the same (very limited) amount of sell-side coverage. Our mandate has 
been to identify unique ideas that are largely uncovered, and poorly known and 
understood by Wall Street. We are pleased that we have continued to be able to 
follow this mandate, while creating a portfolio that is far more liquid, ownings 
stocks that are more likely to generate institutional interest over time, and don’t 
inhibit Dane’s ability to scale as we grow AUM. 

An additional area where Dane has benefited is in SPAC warrants. SPAC warrants 
typically expire 5 years following the close of a transaction, and frequently trade 
below the prices implied by Black-Scholes. We have opportunistically purchased 
these warrants, not to employ additional leverage, but because assuming the 
underlying equity simply remains flat, we ought to enjoy price appreciation in the 
warrants as they trend towards values implied by options pricing models. 

 

Alignment/Incentives 

Every portfolio manager has his own style and biases. Some are momentum driven 
and seek companies that will generate consistent earnings beats. Some are pure 
value investors, trying to be like Ben Graham, and look to pay $0.50 on the dollar, or 
buy below hard book value. At Dane, we are value driven and tend to look for stocks 
with mid-to-high single digit EBITDA multiples (or cheaper), while also enjoying 
healthy growth, and, ideally, generating free cash flow yields at 10% or higher. 
There are occasions where this is not the case and we will consider buying a great 
company at a fair price, particularly if we see the opportunity for long-term 
compounding. 
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With that as a prelude, one element that Dane tends to significantly overweight is 
management alignment and incentives. We look for companies with high insider 
ownership, insider purchases, and stock repurchases. Besides the fact that insiders 
are more qualified than anyone to assess the prospects of the company in which 
they’re involved, data demonstrates that insider purchases highly correlate to both 
short and long-term stock outperformance. For more information on this topic we 
recommend University of Michigan Professor H. Nejat Seyhun’s Investment 
Intelligence from Insider Trading. Professor Seyhun’s comprehensive study 
demonstrates that stocks with insider purchases outperform the market, with a 
more pronounced effect for smaller-cap companies, and ones in which there are 
multiple insider purchasers.  

Our focus on incentives and management behavior is something we’ve spoken a 
great deal about since our Fund’s inception, but is particularly pertinent given the 
increase in Dane’s investments in SPACs over the last several years. As we 
previously mentioned, sponsors have strong incentives to complete a transaction, 
while sellers often want to cash out. And there is always the question why the seller 
chooses the SPAC route rather than a company sale or an IPO. When we see a 
company like Daseke (DSKE), in which 77-year-old CEO and founder Don Daseke, 
rolls 100% of his equity (he owns 40% of the total company) into a SPAC, taking no 
money off the table, and agreeing to a 3-year lock-up, that matters to us. Mr. Daseke 
stands to earn an additional ~$200mn in earn-out shares, but that requires both 
tremendous EBITDA growth and a stock price above $16 (a 17% CAGR) by 2019. 
We feel very comfortable with the alignment, and clearly the incentives are 
substantial.  

Similarly, India’s 2nd largest OTA, Yatra (YTRA), went public via SPAC in 4Q 2016. 
Their insiders include Norwest Venture Partners, Reliance, and a small 
semiconductor company called Intel (which owns almost 10% of Yatra). None of the 
insiders cashed out a share when Yatra went public via SPAC. Again, in addition to 
looking for quality companies that we believe have exceptional potential, we are 
looking for aligned incentivized managements and boards. 

 
Marketing/Investor relations 
Given the Fund’s strong start to 2017, we have enjoyed increased inbound investor 
interest. We continue to make little outgoing fundraising efforts. We’re pleased to 
have added several new LPs over recent months and anticipate several additional 
LPs between now and year-end. Many of our investors have resulted from inquiries 
following write-ups of our stock ideas on social media platforms such as Seeking 
Alpha (a link can be found here – many of our Seeking Alpha articles are now behind 
a paywall, but we’re happy to send PDFs, if of interest).  
 
The benefit of posting our ideas is that it provides valuable, real-time feedback from 
some very thoughtful investors. In addition, we’ve also received feedback from 
several LPs that they appreciate our high-level of transparency and our detail 
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regarding our investment ideas, which have helped in establishing an aligned set of 
LPs at Dane. We take pride in the fact that our write-ups typically precede those 
from the sell-side and from other hedge funds. If one is going to charge hedge fund 
fees, then we think it is our obligation to be original, creative, early and thoughtful. 
While we can’t guarantee exceptional investment returns (although that is our goal), 
we are confident that Dane will remain creative and unique. 
 
We continue to add new LPs monthly, and, as always, we’re available to discuss 
specific questions about our firm’s strategy and portfolio. 
 
 
2nd Quarter review 
 
At the end of the 2nd quarter, Dane’s top-5 positions were Daseke (DSKE), Limbach, 
(LMB), MagnaChip (MX), Playa (PLYA) and Yatra (YTRA). In 2Q, the portfolio 
particularly benefited from Daseke, Playa, Yatra, and AgroFresh – which is a smaller 
position, but was up 64% during the quarter. In the case of Daseke, Playa and Yatra, 
Dane held both shares and warrants. 
 
Shares of Daseke were up 10% for the quarter, but traded down substantially when 
they filed an S-3, giving them the ability to raise up to $300mn. The stock, which had 
been above $10, traded below $9, and we added to both our position in shares and 
warrants given our belief that the sole reason for the shelf-offering was to position 
the company for potentially accretive acquisitions. Since then, shares have traded up 
over 30%, meaningfully contributing to our Fund’s gains. 
 
We owned a substantial position in Playa, including in their warrants. In May, the 
company tendered for their warrants, offering 1/10th of a share per warrant. With 
the stock trading near $10.20 and warrants at $0.78, this represented a 30%+ 
premium per warrant, assuming the stock did not trade down – which it did not. 
Playa closed the quarter at $11.95, representing an additional 15% return on shares, 
and a 50%+ return on warrants. 
 
Yatra shares returned over 20% on the quarter, as we added in the low $9s. Our 
Yatra warrants have more than doubled. 
 
Our biggest loser in the quarter was Limbach which declined 14%. As we discuss 
briefly below, we believe Limbach’s fundamentals remain strong and the stock 
continues to trade at a significant discount to peers – a view verified by the 
company’s 2Q results reported post-close this past Monday. 
 
In the 2nd quarter we had one meaningful sale. We sold the majority of our former 
top-5 position in Hostess Brands (TWNK) at a ~45% profit in shares and ~150% 
profit in warrants, following an approximate 9-month holding period (we have since 
disposed of the remainder of our position). Our thesis when we purchased Hostess 
was that it was an exceptional brand that had the lowest multiple, and highest 
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growth, margins, and free cash flow conversions in the unhealthy snack food 
category. Our detailed original write-up can be found here. When we first bought the 
stock, it traded at a substantial discount to slower growth, lower margin players 
such as Hershey’s and Mondelez. Hostess had declared bankruptcy twice, in just 
over a decade. In our view, the stock traded at a discount due to its bankruptcies and 
going public via a SPAC. Post its second bankruptcy, Hostess was rid of its $2bn in 
pension liabilities ($100mn per year in cash requirements) and had reduced its 
workforce by 80%, unionized employees from 75% to 33%, and factories from 11 to 
3 (raising utilization from 50% to 80%+). Hostess went from the low EBITDA 
margin player in the industry to the high margin player. When we bought the stock 
at 11x EBITDA – a very high multiple for a Dane position – we opined that within 
several quarters Hostess would garner significant Wall Street coverage, a wide 
following, and a premium multiple. This played out precisely as we outlined. While 
we believe that Hostess remains well positioned for sustainable success, its multiple 
moved towards the high end of its sector. When we bought the stock, we were 
assuming that other investors would up to speed on the stock, and provide shares a 
reasonable multiple based on comps. As value investors, we sold when it appeared 
that we were now relying on exceptional execution and bolt-on acquisitions (which 
this talented management team may achieve) for further stock appreciation. Given 
our opportunity set and business model, we thought exiting was prudent. 
 
Update on core positions 
 
Daseke (DSKE) – We’ve owned Daseke for over two quarters, and covered Daseke 
at length in a report here. Since the closing of the SPAC with Hennessy, the company 
has made three acquisitions, adding $20mn in pro-forma EBITDA at a 5.4x multiple, 
with just over half the acquired revenue in the higher-multiple asset-light segment. 
Assuming the stock remains at its current price it is just under 8x 2017 EBITDA, 
inclusive of warrant dilution and earn-out shares, which doesn’t make Daseke 
particularly cheap, but with $140mn in EBITDA necessary to achieve the earn-out, 
up 50%+ from 2016, 8x also doesn’t strike us as particularly expensive. 
 
Daseke reported 2Q results last week. They reaffirmed that they are comfortable 
with the $140mn EBITDA target they’ve discussed for 2017. They also reiterated 
that the backlog of acquisition opportunities remains robust.  
 
Daseke appears to have an exceptional opportunity to roll-up the 
flatbed/specialized trucking industry. The company has less than 1% market share 
($800mn+ pro-forma of a $130bn+ industry) that is forecast to grow 9% annually 
over the next 3 years. If we assume that the industry grows 3% per annum 
thereafter, Daseke could grow at a 25% CAGR (albeit, with much through 
acquisition) for the next decade, and still have less than 3% market share. We think 
this can and will be a very big company and we’ve rarely seen companies with 25% 
10-year CAGRs trade at single digit EBITDA multiples.  
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As we mentioned earlier, it appears that Daseke management shares that belief, as 
CEO and Founder Don Daseke, a 40% shareholder, has a 3-year lock-up and insiders 
in aggregate own 60% of the company. 
 
We think there are a few things that investors are missing regarding the Daseke 
opportunity. Most importantly, it appears that models are being built around 
Daseke’s earn-out numbers. Specifically, Don Daseke will receive 5 million 
additional shares in 2017, 2018, and 2019 if the company achieves EBITDA of 
$140mn, $170mn, and $200mn, respectively – and if the stock is above $12, $14 and 
$16 in each of those respective years for a period of at least 20 of 30 trading days. 
 
We think the earn-out numbers, particularly for 2018 and 2019 are absurdly low. 
Management has reiterated its confidence in achieving $140mn of run-rate EBITDA 
exiting 2017. Spot pricing for flatbed trucking has been rising dramatically (up 14% 
y/y in July) and contract pricing, which is most of Daseke’s revenue, tends to trail by 
3-6 months. We think we’re setting up for a very good 2018. Between organic 
growth and better pricing, conservatively, 2018 EBITDA ought to be $150-$155mn. 
Daseke pursues non-competitive acquisitions – a claim we’ve confirmed with 
several acquirees - and has a deep pipeline of potential acquisitions. The below slide 
is from the company’s investor deck prior to its de-SPACing. 
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We think the pipeline has only become more robust since Daseke has become a 
public company. We also think that with public currency, discussions with potential 
sellers have become a much quicker conversation, as sellers have a public currency 
on which to gauge the value of Daseke shares. 
 
On August 16th, Daseke received a “temporary debt amendment is in process to 
support the growth strategy. This amendment was approved last night - 
https://investor.daseke.com/financial-news/press-releases-details/2017/Daseke-
Inc-Completes-Term-Loan-Amendment-to-Support-Growth-Strategy/default.aspx - 
and we suspect an accretive acquisition is in the very near future. 
 
We believe Daseke may be on the verge of pursuing something substantial over the 
next few months, moreover, it’s hard for us to believe that with $20mn in acquired 
EBITDA in the company’s first 4+ months as a public company, that it won’t have 
$30mn or $40mn or $50mn of acquired EBITDA in 2018, resulting in EBITDA well 
above the $170mn required to achieve the 2018 earn-out. We’d be surprised if 2019 
didn’t look more like $300mn in EBITDA than $200mn. A key reason this is 
important is that the larger Daseke becomes, the smaller the dilutive impact of Don 
Daseke’s earn-out shares, and the outstanding warrants. 
 
We also think it’s worth noting that as a private company Daseke was highly reliant 
on asset-backed financing. Daseke now has term financing in place, at LIBOR +550 
(slightly above their former asset-backed line) and an undrawn $70mn line of credit 
at ~2.5%. This is important because term financing should allow Daseke to pursue 
more asset light acquisitions, which tend to be more highly valued in the market (i.e. 
several EBITDA turns premium to asset intensive businesses). 
 
In summary, we think Daseke is likely to grow EBITDA 30-50% per year for the next 
several years, while paying 5-5.5x EBITDA for acquisitions, pre-synergy benefits 
(which historically have been substantial). Management is highly aligned both in 
terms of current and prospective additional share ownership. We don’t frequently 
see companies with this growth sustainably trade at current multiples.  
 
A final note: based on our analysis of Black-Scholes, Daseke warrants (DSKEW) 
trade approximately 20-30% below fair value (depending on one’s view of 
appropriate implied volatility). If one concurs with our bull case, then warrants can 
provide a substantial CAGR over the next several years. 
 
Limbach (LMB) – We’ve owned Limbach since last summer and have done well on 
the position, however year-to-date (through the end of 2Q) shares have declined 
15% with the vast majority of the decline during 2Q. We note shares have traded up 
since positing an excellent 2Q earlier this week. We attribute the decline to the 
company being late in filing its 10-k (which was subsequently filed and resulted in 
no restatements) and a slowing of backlog growth when the company reported 1Q. 
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Post close August 14th, Limbach reported a reacceleration in backlog growth to 15% 
y/y (all organic, and better than any of their peers) and 13% growth in adjusted 
EBITDA. Management noted that the gross margins on its backlog are 100bps better 
than that of its backlog a year ago. At 7x EV/EBITDA Limbach continues to strike us 
as a very inexpensive play on infrastructure growth. We know their management 
team well and like their experience and discipline. The company boasts a 100+ year 
operating record and customers like Disney, Harvard, Hospital Corporation of 
America, Turner, Tyco, Universal Studies, and University of Michigan, which in 
addition to being high quality customers, present near non-existent credit risk. 
 
We expect Limbach’s CEO and his team to be methodical in its acquisition strategy, 
and on the company’s recent earnings call, management stated that later this month 
they will be adding an experienced senior, seasoned, M&A professional, who will 
report to the CEO and help execute the company’s acquisition strategy. We don’t 
know if it’s a matter of weeks or months, but we anticipate that when Limbach pulls 
the trigger they will pay 3-5x EBITDA for a company that’s an excellent fit. In the 
interim, it’s hard for us to envision the stock not trading higher over time assuming 
the company simply continues to execute, with far stronger organic growth than 
virtually any higher-valued, slower growth peer. 
 
MagnaChip (MX) – We’ve built a position in MagnaChip over the past several 
quarters. MagnaChip provides foundry services (relatively trailing edge – 8” 
facilities - with low capital intensity, similar to Tower Semiconductor), produces 
standard power products, and AMOLED drivers for next generation phones. This is a 
management team focused on profitable growth, and towards that end, the company 
announced a cost savings plan driven by reducing headcount, and shifting its mix 
towards higher margin products. In addition, the company has leading edge 
AMOLED products (with wins with Samsung, amongst others) – with 4x the product 
count of 9 months ago. 
 
MagnaChip’s cost reduction efforts bore significant fruit when the company 
reported 2Q results, with adjusted EPS of $0.21 versus the Street’s expectation of 
$0.01. And unlike what we see with most adjusted EPS, the adjustments were 
predominantly true 1-timers (i.e. headcount reductions – which should pay for 
themselves within 18 months) and not add-backs of enormous option grants. 
 
We are baffled by the Street’s estimates (there are only 3 analysts) for 2018. The 
Street projects near non-existent EPS growth, on higher revenue. Needham actually 
projects declining EPS in 2018 (despite a buy rating) and Roth has 2Q 2018 EPS 
modeled below 2Q 2017. We find this hard to believe with an improving mix, tight 
operating expense controls, and strong, profitable growth in OLED. 
 
We think this presents a compelling opportunity for a company trading at just 14x 
run rate 2Q 2017 EPS. This is especially true considering the company will be 
ramping new, high-volume AMOLED product in 3Q and 4Q17 and in both 1Q and 2Q 
2018, with Samsung and others, which carry higher than corporate average 
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margins. According to the company, the OLED industry is forecast to grow 25-30% 
in 2018 and management stated it expects to grow meaningfully faster than the 
market next year – we think 50-100% y/y in 2018 is possible. Quoting MagnaChip 
CEO Young-Joon Kim: 
 

“There is little doubt that the OLED market is in the early stages of growth, and 
we believe we are well positioned to capitalize on this technology. For now, 
though, our sights are set on the day-to-day execution of the business and laying 
the foundation for overall corporate profitable growth.” – MagnaChip 2Q 2017 
earnings conference call 

 
Further, management has suggested that all the cost reductions ($24mn annualized) 
for 2017 have not necessarily passed through the P&L as of 2Q. The company 
continues to ramp standard power products with a higher margin profile and 
increase the utilization of its in house foundries – focusing on products where 
MagnaChip offers higher value-add and ought to generate higher margins. They 
guided 3Q sequential revenue growth of 5%, so we’re not sure why consensus EPS is 
down sequentially. 
 
We believe MagnaChip will earn between $1.20 and $1.60 next year, well above the 
approximately $0.90 modeled by the sell-side, and way above the $0.75 modelled by 
Needham, on higher revenue. Placing a 15-20x multiple on our EPS estimates shares 
would be valued at $18-$32 or somewhere between 50%+ upside and a triple. In 
addition, when we look at 2018, we see a company that’s not at a cyclical 
semiconductor peak given its exposure to the OLED market and the increasingly 
complexity of curved, bendable and foldable phones – not to mention MagnaChip’s 
leading position with Korea’s 2 largest LCD manufacturers. We agree with CEO 
Kim’s perspective that the OLED market is in the early stages of growth. 
We believe this is a highly motivated management, an aligned Board, and note that 
Board member Nader Tavakoli bought over $400,000 of stock in the open market on 
August 10th and 11th 
(https://www.sec.gov/Archives/edgar/data/1266000/000089924317020247/xsl
F345X03/doc4.xml) while fellow Director Camillo Martino bought 10,000 shares on 
August 14th 
https://www.sec.gov/Archives/edgar/data/1256187/000089924317020354/xslF
345X03/doc4.xml. Shares are within 15% of 52-week highs, but 50% below all-time 
highs. It appears that prospects have never been brighter, and insiders are buying. 
We think this is a compelling opportunity.  
 
Playa (PLYA) – Following a site visit with management to three of Playa’s all-
inclusive resorts in Cancun in May we published a detailed write-up with our 
thoughts https://seekingalpha.com/article/4082719-playa-hotels-and-resorts-
ground-account-compelling-investment-opportunity. While Playa is more expensive 
than Dane’s typical investment, trading near 10x EV/EBITDA it’s reminiscent of our 
investment in Hostess Brands. Similar to Hostess, it has stellar management and 
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Board, trades at a discount to peers, and is likely to enjoy substantially faster 
growth. It’s also worth noting, that during 2008’s financial crisis, EBITDA declined 
by just 10%, far better than its peer group. It also commands a market cap in excess 
of $1bn, so we suspect it will increasingly be on the radar screen of larger funds. 
 
We believe CEO Bruce Wardinski and his team will identify properties to 
meaningfully expand Playa’s scale from its current 13 properties (last month they 
added two properties in Cap Cana, Dominican Republic, to be built over the next 18 
months, bringing the property count to 15). We think the company’s exclusive 
branding with Hyatt, for all high-end acquired properties (of which many potential 
transactions are under discussion) will dramatically improve REVPAR over the 
short-term and significantly increase EBITDA over time. We believe the company 
wants Playa to own/operate/manage 50+ properties over the next 3-5 years. We 
could be too optimistic, although, perhaps, we’re not setting our sites high enough. 
However, given our experience with the company, we believe 1) they have the 
capability to achieve such goals, 2) they will achieve ROIs in the high-teens or better, 
whether via acquisition or internal cap-ex projects, 3) if such returns aren’t 
attainable, we don’t think they will grow for growths sake, and 4) they are highly 
shareholder aligned – they will put each dollar to its highest and best use, and if a 
larger player is interested in acquiring them at a full and fair price (probably far pre-
mature today) they will eventually be sellers. In the interim, we can see this stock 
being a meaningful compounder for Dane’s portfolio.  
 
Yatra (YTRA) – In 2Q Dane established a significant position in Yatra, India’s 2nd 
largest OTA behind MakeMyTrip (MMYT). We believe India has compelling 
demographics, with over 1.3bn inhabitants and a GDP estimated to grow at 7.5%. In 
our view, India looks a lot like China did 15-20 years ago.  
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Source: Yatra Investor Presentation 
 
Ctrip (CTRP), the dominant OTA in China, with a near $30bn market cap, has seen 
the company’s stock achieve an almost 30% CAGR for the last 13 ½ years. They 
were not quite so large when they IPOd in December 2003. 
 
When we bought Yatra, it was trading at 3x projected calendar 2017 EV/revenue, 
versus 7x for MakeMyTrip. While we acknowledge that scale matters, this multiple 
differential struck us as vastly overdone. Moreover, while Priceline and Expedia 
dominate the US OTA market, they’ve made numerous entrepreneurs (and VCs) 
very wealthy via their acquisitions of Travelocity, Bookings.com (etc.). In other 
words, the OTA space seems like a segment where a number of brands can survive, 
if not thrive.  
 
We’re not sure where Yatra will be in five years. If they operate to plan, they will be 
breakeven within 2 years or so. They recently reported their fastest organic growth 
quarter (33%+) in the last 5 quarters, and upped their net revenue guidance from 
30-35% to 35%-40% for Fiscal 2018 (March), in part due to an acquisition, although 
management indicated organic growth contributed to the upward revision. While 
they could operate as a standalone, we could easily see Yatra as an attractive 
acquisition target if they execute over the next several years. India clearly is a very 
attractive geography. 
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As we’ve noted multiple times previously, we have a strong behavioral bent. We 
think it’s important to recognize that when Yatra became a public entity via SPAC 
none of its core shareholders – Norwest Venture Partners, Reliance, or Intel cashed 
out. Its core holders sold no shares at $10, probably because they believe its worth a 
lot more. The stock has round-tripped, and is now back at $10. We think there’s 
considerable upside from here, and patience will be richly rewarded. 
 
We’re pleased Dane is off to a solid 2017. We look forward to continuing to report 
on our progress. As always, we’re eager to discuss our portfolio with our LPs, and 
ideas with thoughtful, fellow investors. 
  
Sincerely, 

 
Eric 
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Disclaimers: 

i Net of fees and expenses for a Series A Investor who invested in Dane Capital Management 
Fund LLC at inception. 
This document is prepared solely for informational purposes. This report is intended exclusively 
for the person to whom it has been delivered, and is not to be reproduced or redistributed to any 
other person without the prior written consent of Dane Capital Management LLC. Net 
Performance results are presented on a net-of-fees basis of a Series A and reflect the deduction 
of, among other things: management fees, brokerage commissions, administrative expenses, and 
accrued performance allocation, if any. A Series A investor incurs a 1.25% per annum 
management fee and a 15% performance allocation on net profits, if any. All dividends, interest 
and capital gains are reinvested. Individual investor net returns may vary from the net 
performance stated herein due to timing of specific investments. All information contained herein 
is estimated and unaudited. This document is not to be construed, by any means, to be an offering, 
solicitation, advertisement or marketing material to purchase securities or interests in the Funds. 
Such an offer will only be made by means of a final Confidential Offering Memorandum. You 
should review carefully the offering memorandum, including the description of the risks, fees, 
expenses, liquidity restrictions and other terms of investing in the Fund before making a decision 
to invest. All investments involve risk including the loss of principal. This document is not 
intended to be used by any investor, prospective investor or third party, and should not be relied 
upon in any way, to make or influence a decision with respect to an investment in the Funds. Past 
performance is not indicative of future performance.  
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