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GREENSKEEPER ASSET 
MANAGEMENT

“Value stocks are about as exciting as watching 
grass grow. But have you ever noticed just how 
much your grass grows in a week?”

Christopher Browne
Tweedy, Browne Company LLC



What is a Stock Worth?

“Intrinsic value can be defined simply: It is the 
discounted value of the cash that can be taken 
out of a business during its remaining life.”

Berkshire Hathaway – Owner’s Manual



Owner Earnings



What Drives P/E Multiples?



“THE SECRET OF
FINDING INVESTMENT

IDEAS CAN BE
SUMMARIZED IN ONE

WORD: READ”
George B. Clairmont, Kiril Sokoloff, Street 

Smart Investing: A Price and Value Approach 
to Stock Market Profits



Ideas also come from studying 
other great investors



WIDE MOAT INVESTING
Finding companies that 
possess sustainable 
competitive advantages

Intangible Assets Scale Switching Costs Network Effects Multiple Moats



Why High ROICs Matter



INDUSTRY ROICS

Source: Michael Porter; Barel Karsan



GREAT BUSINESS
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GREAT BUSINESS
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NOT SO GREAT BUSINESS
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Why Compounders vs. Cigar Butts?

Total Shareholder 
Return = 

Dividend Return 
+ 

Earnings Growth 
Rate

+
Change in P/E 

Multiple
+

(A) x (B)

(A)

(B)



The Math Behind Compounding 
Intrinsic Value

A business will grow its intrinsic value at a rate that 
equals the product of two factors: 

(i) incremental ROIC and 
(ii) the reinvestment rate.

Simple example: a business that can reinvest 50% of its 
earnings back into the business at a 12% return on 
investment will compound the intrinsic value of the 

enterprise at 6% annually. 
50% x 12% = 6%



Visa Inc.
(NYSE:V)

Cost (ACB)
$108.68

Compounding

+114% to date + dividends
BUY

ADD
ADD

ADD

Source: CNBC



SELECT “GREAT” BUSINESSES

EASY TO UNDERSTAND
ATTRACTIVE UNDERLYING ECONOMICS

DURABLE COMPETITIVE ADVANTAGES

SOLID MANAGEMENT
SHAREHOLDER-FRIENDLY MANAGEMENT

HISTORY OF SOUND CAPITAL ALLOCATION
LONG-TERM TRACK RECORD OF SUCCESS

MARGIN OF SAFETY

WAIT FOR OUR OPPORTUNITY
BUY STOCKS THAT ARE UNDERVALUED

INVESTMENT CRITERIA



PATIENCE

BUY STOCKS OPPORTUNISTICALLY

LONG HOLDING PERIODS (COMPOUNDING & REDUCED
TRANSACTION FEES)

MINIMIZE RISK

DISCIPLINED COMMITMENT TO PROTECT AGAINST
PERMANENT LOSS OF CAPITAL

WE AVOID THE USE OF LEVERAGE AND AREN’T FORCED TO
SELL IN TOUGH MARKETS

OUR BEST IDEAS

WE MANAGE A PORTFOLIO OF OUR BEST IDEAS (15-20 
STOCKS)

INVESTMENT STYLE



CONVICTION PORTFOLIO

A portfolio of ONLY our best ideas



Holding Periods
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The GreensKeeper Algorithm



The GreensKeeper Algorithm



The GreensKeeper Algorithm



Psychology / Bias / Temperament



Lifelong Learning



Margin of Safety



“MR. MARKET IS THERE TO
SERVE YOU, NOT TO GUIDE YOU”

-- Benjamin Graham
The Intelligent Investor

Take advantage of Mr. Market



How we Define Risk



VALUATION AND RISK

“AT BOTTOM, THE RISKIEST THING IS OVERPAYING FOR AN ASSET (REGARDLESS OF ITS
QUALITY), AND THE BEST WAY TO REDUCE RISK IS TO PAY A PRICE THAT IS IRRATIONALLY LOW.”

-- Howard Marks, Oaktree Capital Management

PRICE AND RISK ARE INTERTWINED

AS A STOCK PRICE INCREASES, SO DOES THE RISKINESS OF THE
INVESTMENT

EVEN GREAT BUSINESSES CAN BE RISKY IF YOU OVERPAY



AVOID
STUPIDITY



REALLY?

• >$15.5MM sold as of Dec. 2017

• Some sold for > $100K

Source: Globe & Mail



Mr. Market



What periods lead me to greater 
or lesser investments?

I'm often asked: "Is now a good time to invest?" 

Casino owners don't try to determine the ideal opening time. 
They simply keep the doors open as long as possible. Don't 
try and time the market. Get and stay invested! 



Case Study #1 – Vertex Pharmaceuticals (VRTX)



Vertex Pharmaceuticals Inc 
(NASDAQ: VRTX)

2021: trading at a discount to 
projected cash flow stream on 
Cystic Fibrosis (CF) treatment 
alone.

Patent protection until 2037. 

97% market share.

Why so cheap?: Abbvie (ABBV) 
hinted that its Phase 2 CF 
candidate might be better



Vertex Pharmaceuticals Inc 
(NASDAQ: VRTX)

2023E Revenue: $9.6 billion. 89% Gross Margin.

Pipeline looks interesting. But we didn’t pay anything for it.



Vertex Pharmaceuticals Inc 
(NASDAQ: VRTX)

BUY

Cost (ACB) 
$194.20

Unrealized 
gain: 70%

Source: CNBC



Case Study #2 – Express Scripts



LARGEST PHARMACY BENEFITS MANAGER (PBM) IN NORTH AMERICA

INDUSTRY OLIGOPOLY AS SCALE NEEDED TO SUCCEED

HUGE FREE CASH FLOW (FCF) GENERATION

EXPRESS SCRIPTS (NASDAQ: ESRX)
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OBSCURE INDUSTRY BUT BIG BUSINESS
($48 BILLION MARKET CAP)

EXPRESS SCRIPTS (NASDAQ: ESRX)



MAKE A MARGIN OF ABOUT $5.50 PER SCRIPT

PROCESS 1.4 BILLION SCRIPTS PER YEAR (3.8 
MILLION PER DAY)

CLIENT CONTRACT RENEWAL RATES > 96% (A
GREAT BUSINESS!)

MOAT SOURCE(S): SCALE, SWITCHING
COSTS



FREE CASH FLOW INCREASING, SHARE COUNT
DECREASING ….
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… RESULTED IN INCREASING CASH EARNINGS PER SHARE

OUR COST BASE WAS US$69.47 PER SHARE (OR 9.4X
TTM FCF)
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Why So Cheap?

INTEGRATION ISSUES RELATED TO LARGE ACQUISITION (MEDCO)

RECENT CONTRACT DISPUTE WITH LARGEST CLIENT – ANTHEM
(~14% OF REVENUE)

RHETORIC ABOUT HIGH US DRUG PRICES DUE TO US ELECTION
CYCLE

COMPLEXITY:

ACCOUNTING ISN’T STRAIGHTFORWARD

NON-CASH AMORTIZATION LOWERS STATED EARNINGS-PER-
SHARE

DRUG PRICING IS VERY OPAQUE

WHY SO CHEAP?



Investment Summary

MANAGEMENT GUIDES TO 10%-20% ANNUAL EPS GROWTH OVER THE LONG TERM

VERY GOOD HISTORICAL TRACK RECORD OF DELIVERING RESULTS

WE PAID LESS THAN 10X CASH FLOW FOR A VERY HIGH QUALITY BUSINESS.

TO DATE, OUR INVESTMENT RETURNS HAVE BEEN MODEST (STAY TUNED)

AVERAGE COST (ACB) $69.47
DIVIDENDS RECEIVED TO DATE $0.00
CURRENT SHARE PRICE $76.86
RETURN TO DATE 10.6%
RETURN (ANNUALIZED) 5.8%

INVESTMENT SUMMARY (AS OF
JUNE 2016)



Surprise!
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Express Scripts
(Nasdaq:ESRX)

Cost (ACB) $68.23
Sale Price $83.96

Final Outcome
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Case Study #3 – Zillow Group (ZG)



ONE THAT I PASSED ON: ZILLOW (NASDAQ: ZG)



TOO MANY RED FLAGS

Co-Founder Richard Barton:

“Our company was built on big swings, and we're going to 
continue taking them.”

“I'm a big believer in BHAGs.”

“I like having a reasonable amount of cash on the balance 
sheet at hand … it creates optionality for us.”



TOO MANY RED FLAGS

Business model in flux

Dual-class share structure

Focus on adjusted EBITDA and ignore “bad stuff”

Dilution due to large option grants



QUESTIONS?



LEGAL DISCLAIMERS
GreensKeeper Asset Management Inc. is the investment manager to the GreensKeeper Value Fund (the “Value Fund”).
Important information about the Value Fund, including its investment objective and strategies, applicable management fees,
performance fees, and expenses is contained in its offering memorandum. The offering of units of the Value Fund is made
pursuant to offering memorandum and only to those investors in jurisdictions of Canada who meet certain eligibility or
minimum purchase requirements. Please read the offering memorandum carefully before investing. Commissions, trailing
commissions, management fees, performance fees, other charges and expenses all may be associated with investing in the
Value Fund. Investment funds are not guaranteed, their values change frequently and past performance may not be
repeated. This communication does not constitute an offer to sell or solicitation to purchase securities of the Value Fund.
The information contained herein does not constitute an offer or solicitation by anyone in the United States or in any other
jurisdiction in which such an offer or solicitation is not authorized or to any person to whom it is unlawful to make such an
offer or solicitation. Prospective investors who are not resident in Canada should contact their financial advisor to determine
whether securities of the Value Fund may be lawfully sold in their jurisdiction.

All returns are as at April 30, 2023, and for Class A units. GreensKeeper Asset Management Inc. (GKAM) assumed the
investment management responsibilities of the Value Fund on January 17, 2014. Prior to that date, the Value Fund was
managed by Lightwater Partners Ltd. while Mr. McCloskey was employed by that firm. This document is intended for
informational purposes and should not be construed as an offering or the solicitation of an offer to purchase an interest in
the GreensKeeper Value Fund or any other GreensKeeper Funds (collectively, the "Funds"). Any such offer or solicitation will
be made to qualified investors only by means of an offering memorandum and only in those jurisdictions where permitted by
law. GKAM is registered in Ontario, Canada under the categories of Portfolio Manager, Investment Fund Manager, and
Exempt Market Dealer. An investment in the GreensKeeper Value Fund is speculative and involves a high degree of risk.
Opportunities for withdrawal, redemption and transferability of interests are restricted, so investors may not have access to
capital when it is needed. There is no secondary market for the interests and none is expected to develop. Investments
should be evaluated relative to an individual’s investment objectives. The information contained in this document is not, and
should not be construed as, legal, accounting, investment or tax advice. You should not act or rely on the information
contained in this document without seeking the advice of an appropriate professional advisor. Please read the Fund offering
memorandum before investing.
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