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others are afraid to go. Year-to-date Livermore is up 80%, and in the 

interview, David kindly shares some of his ideas with us that he believes 

could add to this performance as well as a run-down of his investment 

process and where he sources his ideas.

Our second interview is with Andrew Oskoui of Bluetower Asset 

Management. Bluetower is up 30% year-to-date, or it was at the end 

of the third quarter. Bluetower has a significant position in financials, 

which have outperformed since the beginning of November, so it looks 

as if the fund is on track for a blow-out end to 2016. In our interview, 

Andrew discusses the financials Bluetower owns right now, and why 

the fund is choosing to run a highly concentrated portfolio where 40% 

of assets under management are invested in two positions.

Hopefully, this edition will give you some investment ideas or at the very 

least, give you some insight into how two of the world’s most successful 

small-cap value funds find ideas, evaluate potential opportunities 

and manage their portfolios. We hope you enjoy this special year-end 

edition and as usual, if you have any questions or comments about the 

contact, please do get in touch!

Sincerely,

Jacob Wolinsky & Rupert Hargreaves

info@valuewalk.com

rhargreaves@valuewalk.com

Welcome to the sixth edition of ValueWalk’s Underrated Small-Cap 

Stocks premium newsletter. This is the last issue of the year, and what 

a year it has been. We’ve profiled five hedge funds and numerous stock 

picks throughout the year in our previous editions, and for the final 

issue of the year, we wanted to end with a bang.

Rather than profiling just one hedge fund as we have done in previous 

issues, in this issue, we’ve got interviews with two value hedge fund 

managers who discuss a plethora of stock ideas. As usual, we also have 

a deep-dive on two particular small caps that fly under the radar and 

these managers believe have the potential to be multi-baggers.

David Neuhauser of Livermore Partners is the first manager profiled. 

Livermore is an activist fund, which has achieved outstanding returns 

for its investors since inception by shaking up managements to unlock 

value. The fund has a value focus and is not afraid to invest where 



To find out more about the quarterly Under The Radar Small Caps publication please visit our website
www.hiddenvaluestocks.com

i

4Under The Radar Small Caps - December 2016

The Foundry Value Fund added 7.1% for the third quarter but 

fell 1.7% during November taking the year-to-date return to negative 

4.41%. The inception return to date is now negative 14.4%. For the third 

quarter, the fund underperformed the Russell Microcap Index and 

the Russell 2000 Index, which posted returns of 11.25% and 9.05%%, 

respectively. During the quarter the fund added one new position 

Nevada Gold & Casinos, which slumped after reporting a poor quarter. 

Foundry started buying at a 20% Free-Cash-Flow yield. A stake in iPas 

Inc was sold after a solid run up in price on little to no news.

Stanphyl Capital Management rose 6.7% net of all fees and 

expenses during October outperforming all of its benchmarks. Year-to-

date the fund is up approximately 34.7% net while the S&P 500 is up 

approximately 9.8% and the Russell 2000 is up approximately 18.0%. 

At the end of the quarter the fund held large short positions in both 

the S&P 500 (via the SPY ETF) and the Vanguard Total International 

Bond ETF (ticker: BNDX). In addition, the fund remains short Tesla, 

and is long Data I/O Corporation, MGC Diagnostics, Echelon Corp and 

Lantronix.
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Noh-Joon’s S&C Messina Capital does not like to talk about 

positions but Noh was kind enough to discuss one of his holdings in 

our newsletter. The holding, ProAssurance Group is up 17.5% year-to-

date and has gained 8.3% since the end of October excluding dividends. 

As of June 30, 2016, the partnership was up 10.2% versus 3.8% for the 

S&P 500. This represents an outperformance of 6.4%.

Boyles Asset Management featured in our fourth edition. The 

company profiled UK marketing firm Brainjuicer and Greek based 

Thrace Plastics. Both companies have continued to outperform since 

the issue was released. Year-to-date shares in Thrace are up 45% and 

since the end of the third quarter the shares have gained 18%. Over the 

past three months shares in Brainjuicer are up 10.2%.

Hazelton Capital Partners, which we profiled in our last issue, 

ended the third quarter with a portfolio of 20 equity positions and a 

cash level equivalent to 20% of assets under management. Hazelton 

Capital Partners increased its cash level from 10% to 25% at the 

beginning of the quarter primarily when it sold out of its DreamWorks 

Animation position. 

Some of this capital has been reinvested into its top five holdings: 

Western Digital, Apple Inc, Micron Technology, Softbank Corp and 

USA Technologies. Hazelton gained 9.3% from July 1, 2016 through 

September 30, 2016, gained 15.5% for the year to the end of the third 

quarter,and has returned 97.3% since its inception in August 2009.
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David Neuhauser is the Founder and Managing Director of Livermore 

Partners. Based in the Chicago suburb of Northbrook, Illinois Livermore 

is a private alternative investment manager servicing Institutions, 

high-net worth clientele and highly-regarded private equity sponsors.

David has over 20 years of experience in the investment industry 

with experience in the field of capital markets, strategy, business 

development, acquisition and divestitures, and corporate mergers. He 

was a longtime member of the CME Group (NYSE:CME) as well as the 

National Futures Association and founded Loren Holdings in 1998, 

while he was still responsible for portfolio and investment strategies for 

financier Leon A. Greenblatt III. Prior to founding Livermore, David 

was President of Loren Holdings Incorporated, focusing on strategic 

investments across a broad group of industries including Energy(Oil 

& Gas), Industrial manufacturing, and Financial services.

He received his B.A. with concentrations in Economics from 

Northeastern Illinois University and has conducted Graduate studies 

in Economics and Sociology from Roosevelt University of Chicago.

At September 30th, Livermore Strategic Opportunities LP ended the 

Q with a gain of 18% adding to a gain of 68% for the first half of 2016.
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VW: To start off, can you tell us a bit about Livermore 
Partners and the team working at the partnership?

DN: Livermore Partners is an alternative investment manager 

servicing high-net worth individuals and institutional investors. We 

manage under $100 million AUM and are located in the north suburbs 

of Chicago. We invest using a deep-value opportunistic approach and 

work diligently to help extract value in portfolio companies through our 

event-driven hedge fund. We employ strategies such as shareholder 

activism and arbitrage. The former truly involves articulating change. 

Which can affect both short and long term shareholder value.

The team is essentially me and a small support staff, which helps 

model and define our investments. As we grow, I envision Livermore 

increasing the team, but not in a big way. The key to success is to 

limit layers and be seamless in our approach. Too many “cooks in 

the kitchen” hold back good decision-making and progress. We are 

methodical in approach, though when it’s time to act, one needs to be 

swift and certain. Especially in this ever-changed market.

Too many “cooks in the kitchen” hold back 
good decision-making and progress. 

VW: What do you think makes Livermore stand out 
from the crowd?

DN: Our contrarian and alternative approach. Given we don’t employ 

a cookie-cutter investment portfolio. Our goals and mandate stress 

value, not price. So, we are in no way momentum or technically driven 

though you always need to respect the markets. In free markets, not 

ones manipulated or distorted by central bank policy, there is plenty 

of volatility and opportunities to locate unique situations to invest in. 

Or even short.

Sometimes investors are just too bearish and metric-driven to 

accurately determine not just the potential equity value of a company, 

but the path forward. This stood out in late 2015 as Livermore acquired 

a stake in commodity trader Glencore PLC, and publicly stated the 

shares are undervalued. You rarely see that today with hedge fund 

managers. Most shy away of making public calls on positions or the 

markets. So, this was one specific example that Livermore pressed 

forward. Today, Glencore has increased more than three times since 

our initial first investment of 70p to now 250p. But at this time, we 

continue to shave down the position and lock in profits. Future upside 

may exist, but the easy money is gone. As a hedge fund, our job is to 

make money not squeeze out every last dollar out. So we have moved 

profits elsewhere.
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VW: Livermore’s year-to-date performance is nothing 
short of outstanding with a return of 80% for partners. 
If you had to pick one trait or part of your investment 
process that you believe is the main contributor to the 
stellar returns, what would you highlight?

DN: Being contrarian and focusing on what the market could be missing. 

Or where we can step in and alter the current path. A large portion 

of our gains have been in commodities. Especially our Mitra Energy 

(MTE.V) where Livermore and other larger hedge funds (Tyrus Capital 

and West Face Capital), helped adjust the Board, the management, and 

even the balance sheet. The equity has now nearly doubled, and it’s 

one we feel has much more upside. It may even be a better investment 

today given our $68 million capital raise and recent acquisition of 

the Stag oilfield. Which presents strong cash flows and no debt for

Mitra. Not many oil companies can state that. Livermore even increased 

our investment in the company on this raise and we continue to support the 

new management. The shares remain very attractive and undervalued.

VW: Could you walk us through your investment 
process, how do you find investments for Livermore’s 
portfolio?

DN: We screen many names and have unique ways to locate opportunities. 

I don’t divulge proprietary research methods. Though we have a strong 

network of advisors. Including solid private equity relationships. So 

we see many interesting situations and opportunities within our focus.
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VW: Would you mind sharing some of your current 
holdings or perhaps your highest conviction idea?

DN: Livermore owns a number of positions. Appx 15. Our publicly 

disclosed positions have been an activist stake in London listed 

Entertainment One (ETO.L) and a short position in Corrections Corp of 

America (CXW). Which we profited in Q3 and since covered with a 20 

percent gain. One needs to be nimble with shorts. Pigs get slaughtered. 

We do still own ETO and that has helped propel our year given its now 

50% higher since our initial investment back in January.

Corrections Corp of America (CXW)

Price earnings
Share price
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VW: What kind of metrics do you use to try and 
establish if a particular investment is attractively 
priced? What sort of discount are you looking for?

DN: We look for a discount of 30% of a company’s intrinsic value. And 

use P/B, P/E, FCF yield, and other metrics to determine value. There 

are many ways to look at value so you must understand the current 

opportunity and what you expect to occur. Metrics alone are not 

enough. Just look at companies such as Amazon (AMZN) or Deutsche 

Bank (DB). One could have argued AMZN was always overpriced. With 

DB, many have viewed it as deep value. Given its discount to book. In 

both cases, the market has been wrong.
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Our best short idea in 2015 was Valeant (VRX). Which we again publicly 

called out as a broken business model and shorted all the way down. 

We covered in the mid $20’s after first shorting at $100. In fact, our 

interview on Canada’s business channel BNN back in November 2015 

disclosed our Long Glencore/Short Valeant trade. I wish all our ideas 

worked out this way. It has been amazing and I’m just grateful they 

both worked out so well and we profited.

VW: You mention your idea Icahn-ism in your 
writings to investors a fair bit. What is Icahn-ism and 
how does it feature in your investing?

DN: Icahn-ism): noun. Pronounced, I-Khan-ism (Definition: Survival 

of a warrior species that looks to create value left by misguided 

management that lack vision and strong Board oversight) It was simply 

a play on Darwinism. I came up with the term. Given activism was 

receiving much negative attention. In reality, it’s required in many 

situations to help increase shareholder value. I see the small cap space 

deserving of activism.  Carl Icahn, to me, is the greatest investor of our 

time and one I look up to. He represents all that is right with seeking 

change and creating value. Where others don’t see it or lack the courage 

to take on management or an entrenched board. I want Livermore to 

take the baton and focus our efforts on ways to gain a strong return via 

activism. For many years to come. 

VW: Do you think activist investing will benefit or lose 
out from the rise of passive investing?

DN: It has lost out on the hot investor money, but it’s not a short game 

anyway. Activism takes time especially operational activism when you 

alter the management or change the strategy, which we did at Mitra 

and it is working very well. 

Passive investing is good for some but not the way to really make strong 

returns. You are just riding the economy and wave of others. With 

activist investing, and where you have a specific focus, there is a path 

to profit in many ways and in many different type of markets. Activism 

is not dead. It is just not a commodity. You must have the skill-set 

and aptitude to make changes that others don’t see and go up against 

management teams that now have the resources in place to fight off a 

threat. 

My view is that it’s very healthy to have activist investors and Livermore 

is gaining much respect in the market. I am hopeful we can continue to 

be a real force for change. And build shareholder value for all investors.
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