
 
 

June 27, 2017 
 
Dear Partner: 
 
Given the late timing of our 1st quarter 2017 letter, we will address both our 1st 
quarter, and some 2nd quarter developments. We will also keep the letter relatively 
brief, given our expectation of a lengthier, and much prompter 2nd quarter letter. 
 
In the 1st quarter Dane Capital Management Fund (the “Fund”) returned 11.0%i, net 
of fees and expenses. We are pleased with these results, and are optimistic about 
where our portfolio is currently positioned. April was similarly strong, while May 
was more challenging. June has also been very good, and as of today, the fund is up 
in excess of 15% year-to-date. 
 
With that as backdrop, just as we didn’t believe that the Fund’s short-term 
performance should be over-weighted when we were experiencing challenges last 
year, we are not over-weighting this year’s strong start, although we remain 
confident about the Fund’s short and long-term prospects. Ultimately, the measure 
of Dane’s success will be its performance over time – that is, over years. Given that 
many over our LPs added to their positions when the Fund was down last year, we 
appear to have exceptional investor alignment with our philosophy, for which we 
are grateful. We have a great group of LPs, and Dane has benefited from their 
continued confidence. We’ve also continued to add new LPs who understand our 
investment philosophy. 
 
The Fund’s strong first quarter was driven by several positions. Specifically, 
AgroFresh (AGFS), which was a major drag on our 2016 results, was up almost 65% 
in 1Q. It is up over an additional 50% thus far in 2Q. We own both shares of Daseke 
(DSKE) and its warrants (DSKEW). While DSKE shares did not contribute to the 
Fund’s positive 1Q performance, the warrants returned 32% for the quarter. Our 
rationale for owning the warrants was not a desire for greater leverage, but based 
on pricing that was low relative to the prices implied by Black-Scholes, even 
applying a relatively low implied volatility. We benefited from Hostess Brands 
(TWNK) which was up 22% and their warrants (TWNKW) which rose 61%. Again, 
our rational for owning the warrants was that they were severely mispriced relative 
to implied value based on option pricing theory. Finally, Micron (MU) returned 32% 
during the quarter. 
 
We ran with a very small short book, which also helped in an up market. While our 
1Q result was strong, the results were not uniformly positive. For example, Limbach 
(LMB), a top-5 holding, was down 1%, while its peers in the construction industry 
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rose. In 2Q Limbach has further declined in excess of 10%. Our confidence in the 
stock is unabated. We expect significant growth and margin expansion in coming 
quarters, and note that the stock trades at a significant discount to peers. Similarly, 
while we benefited from Daseke warrants in 1Q, the stock was flat. We discuss 
Daseke at greater length below, but we remain highly confident that Daseke will 
grow faster than peers, and go from the low-multiple player in the sector to the 
high-multiple player within several quarters as the story becomes more well-
known. This was our premise with Hostess Brands, which has played out precisely 
as we anticipated. We expect similar for Daseke. 
 
 
Positions 
At the end of the first quarter, the Fund’s 5 largest positions were Daseke, Hostess, 
Limbach, Micron, and Playa Hotels and Resorts (PLYA). Notably, there is almost no 
business correlation between these companies. However, 4 of these 5 companies 
went public via SPAC (Special Purpose Acquisition Company). 
 
We have found SPACs to be a fruitful source of idea generation as they, 1) are 
underfollowed, 2) don’t go through the rigorous price discovery that a company 
would experience in a typical IPO (i.e. they are frequently inefficiently priced), and 
3) their shares can typically be purchased in large quantities without moving the 
market price. In addition, the quality of SPAC sponsors and their merger targets 
have improved dramatically over the past 24 months, providing an opportunity to 
establish positions in quality companies with strong leadership, at compelling 
prices. We have attached a recent interview in which we discuss SPACs at length. 
 
 
New Positions 
In general we have been turning over our portfolio less frequently and taking fewer 
swings of the bat on new positions. We are looking for very high conviction ideas 
where we believe we have distinct insight into why the opportunity exists. We’re 
also looking for fewer turnarounds, and more situations that are obviously 
mispriced and not reliant on margin expansion, asset divestitures, new customer 
wins, or anything that relies upon more than simply executing in a manner which 
has been typical for the company. 
 
Daseke (DSKE) – While we bought our first shares of Daseke in 4Q 2016, we 
continued to build our position in 1Q 2017. Daseke is a flatbed/specialized trucking 
company that in 9 years increased revenue from $30mn to almost $700mn via 9 
acquisitions at prices averaging 4.9x trailing EBITDA. The CEO Don Daseke is a serial 
entrepreneur and sold his previous company, a REIT, in 2000. Daseke went public 
via a SPAC sponsored by Hennessy Capital. We know and like the Hennessy team, 
and note that their first SPAC (now called BlueBird) has returned over 70% in 2 
years. Unfortunately, we missed that one. We expect Daseke to perform extremely 
well, similar to BlueBird. Elements of the Daseke story that we like are that in 
Daseke’s “merger” into the Hennessy SPAC, 77 year-old Mr. Daseke rolled all of his 

747 3rd Avenue, 4th Floor | New York, NY 10017 
212 588 0410 | Investors@danecap.com 



equity into Hennessy shares – in other words, he took no money off the table. In 
addition, Mr. Daseke agreed to lock-up his shares for 3 years. That strikes us as 
someone who genuinely believes in his firm’s prospects. Daseke negotiated his deal 
with Hennessy in October based on a valuation of 7x trailing EBITDA (well below 
the sector’s 9-10x average). There are 2 particularly notable aspects to this. Firstly, 
trailing EBITDA was off a terrible 2016 year for the trucking industry – so we’re 
paying 7x a trough multiple. Secondly, the terms were set before President Trump 
won the election, which led to a huge rally among trucking stocks. By the time the 
Daseke transaction with Hennessy closed in 2017, multiples were much higher, and 
the dynamics around trucking (i.e. pricing) were far improved. We believe that if 
this was simply a February IPO, it would have priced around $15.  
Fortunately for us, since this was a SPAC and not a traditional IPO, few investors 
were aware of the stock, despite a near $400mn market cap, and it was priced at a 
typical SPAC price of $10. 
Daseke is looking to grow via acquisition, and they do so by making non-competitive 
acquisitions. Specifically, owner-operators generally come to Daseke, asking to be 
acquired. Daseke does not get into bidding wars – we have confirmed this with 
multiple CEOs of his operating divisions. We suspect that as the Daseke story get 
out, its multiple will expand towards 10x EV/EBITDA while making acquisitions in 
the 5-6x range, a wonderful arbitrage. Finally, Daseke, with $700mn in revenue is 
the largest flat-bed trucking company, yet it still has well under 1% of the $130bn 
market. It could grow 25% annually for a decade and still have less than 3% of the 
market. We have attached a lengthy report that we wrote on Daseke for those 
interested in additional information. 
  
Playa Hotels and Resorts (PLYA) – Playa is an all-inclusive resort company with 
13 resorts in the Caribbean and Mexico. It claims to play at the very high-end, and 
having personally visited multiple of their resorts, we can attest that this is true. 
Like Daseke, Playa went public via a SPAC, this one sponsored by the Texas Pacific 
Group (TPG) which manages over $72bn in primarily private equity investments. 
Like Daseke, we believe that if Playa were going public via a traditional route, it 
would be priced at $15, well above its current $11.88, and the approximately $10 
one could have bought it for at the deal close. We actually got exposure to Playa via 
its warrants, which struck us as too cheap (i.e. the implied volatility was way too 
low) relative to prices implied by Black-Scholes. We recently benefited from this, as 
Playa management tendered to exchange warrants for shares, offering a 30% 
premium for the warrants (which we executed a week ago).  
Playa trades at about a 3 EBITDA-turn discount to its comparable group. If it traded 
in-line, it would trade around $16. If it traded at a premium, which we believe it will 
because of its superior growth characteristics, its price would approach $20. 
The growth opportunity for Playa is abundant. There are dozens of non-name brand 
hotels, and Playa has an exclusive relationship with Hyatt, which it can utilize to 
almost immediately raise RevPAR. 
Management, led by CEO Bruce Wardinski, and an all-star Board, is exceptional. We 
say this in large part because we spent many hours with Wardinski and team in 
Cancun several weeks ago. Despite Playa being a $1bn+ market cap company, it is on 
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few investor radar screens (for now) and the group in Cancun was small and 
intimate. Wardinski sold his 2 previous lodging companies, and we suspect he’ll do 
the same here, after growing the company dramatically for several years. We believe 
this is a stock that has the potential to significantly compound for many years to 
come. We have attached a recent report we wrote on Playa following our visit to 
Cancun that provides much more detail. 
 
  
Marketing/Investor relations 
As we’ve stated previously, we continue to spend the majority of our time focused 
on our research process.  Given our strong start to 2017, and our optimism 
regarding the duration of the year, we have had new assets come in, and are in many 
ongoing conversations. We feel fortunate to have an aligned investor base, and are 
pleased that despite a challenging 2016, we had just 1 single redemption.  
 
As always, we are available to discuss specific questions about our firm’s strategy 
and portfolio. 
 
Dane is off to a strong start and we’re confident that we’re positioned to continue 
this momentum. We have no lack of ideas that we are reviewing, but given the 
stability of our portfolio, we are being especially selective. It is our aspiration not to 
just put up solid results, but to produce outstanding returns. We appreciate your 
continued partnership and we look forward to keeping you apprised of your Fund’s 
progress. 
 
Sincerely, 

 
Eric 
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Disclaimers: 

i Net of expenses for a Series A Investor invested in Dane Capital Management Fund LLC  
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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