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Our Investment Philosophy in a Nutshell:



Seasonality and Earnings



Take The Long View (Demographics) UPSIDE!



Built a position in Cooper Standard at a blended basis of ~$5.50

 #1 Turnaround Tom Pick : Cooper Standard



A Little History… Charlie Munger’s Tenneco Investment

Tenneco was a major supplier of aftermarket 
auto parts. It’s well-known brands include 
Monroe shock absorbers, Walker mufflers, and 
DynoMax exhaust products

● During Charlie Munger’s "cigar butt" 
investment in Tenneco, the company had 
~40 million shares outstanding, a market 
cap of about $80 million, an enterprise 
value of ~$1.6 billion, as well as total debt 
load of approximately ~1.52 billion

● Tenneco successfully restructured its 
operations through layoffs/plant closures 
and refinanced debt, taking solvency risk 
off the table

● With EBITDA rebounding to the 
$300–$400 million range, comparable to 
levels from the late 1990s, Tenneco’s 
stock price surged from Munger’s 
purchase price of roughly $1.50–$2.00 to 
around $15 per share by mid-to-late 2004



Why Cooper Standard?

Cooper-Standard is the 
leading global supplier of 
sealing systems, fuel and 
brake delivery, and fluid 
transfer systems for new 
vehicles

3 Key Reasons

1) Confident that management would 
refinance the debt due to asset 
coverage, meaning the company’s 
assets could fully cover the debt in a 
liquidation

2) Betting on the Jockey… Management 
has a consistent history of respecting 
equity, bringing the share count DOWN 
and linking compensation to ROIC

3) Unparalleled industry operating 
leverage emerging from a cyclical 
trough  



 Navigating a Tough Operating Environment

“The worst crisis ever to impact the automotive 
industry, a key sector of the world economy” 

- OICA president Mr FU Bingfeng

● Auto Industry finally moving past the worst 
of a costly semiconductor shortage that 
reportedly cut 13 million vehicles from 
global production since the start of 2021 
(AutoForecast Solutions (AFS))

● While waiting for volumes to recover, 
management aggressively cut $594 million 
in costs

● Management on track to achieve 
double-digit EBITDA margins and ROIC by 
the end of 2025 

● Once volumes return, margins could EXCEED 
2017-2018 levels given the significantly 
lower cost base 



 Volumes are the Name of the Game

● CPS gets paid ~$175 for every new 
vehicle produced (Unweighted average 
content per vehicle across top 10 
platforms)

● In 2017, the U.S. had ~17.1M SAAR. CPS 
did $3.62B in revenue, $456M EBITDA 
(12.5% margins), $7.21 EPS, and traded at 
$146/share

● Generally every cycle has peaked out at 
~18M SAAR. Estimates for 2024 are 
~15.8M. We estimate ~$3/share in EPS 
for every 200,000 cars above 15.7M 
annual SAAR

● With a leaner cost base, we estimate CPS 
can SURPASS $7-$8 in EPS once 
production volumes return to pre-COVID 
levels.



Strong Industry Tailwinds
● Record high age of average vehicle = 12.6 years
● Rising new vehicle Incentives
● Hybrids and EVs have ~80% and ~20% higher content 

per vehicle for CPS = ADDITIONAL UPSIDE



Built a position in Advance Auto Parts at a blended basis of ~$45.37.  

 #2 Turnaround Tom Pick : Advance Auto Parts



 What’s the Problem?

● AAP has fallen over 80% peak to trough, from 
around $244 to about $43

● Weakest operating margins in over 20 years 
due to previous leadership’s aggressive 
expansion and investment strategy to the 
detriment of profitability

● A highly leveraged balance sheet, with a 
leverage ratio over 4x, raised solvency 
concerns. By the end of FY2023, the company 
had approximately $500 million in cash and 
nearly $1.8 billion in debt, resulting in a "junk" 
credit rating

AAP is a leading 
automotive aftermarket 
parts provider in North 
America, that serves both 
professional installer and 
do-it-yourself customers



Key Catalysts for the Turnaround
● Solvency risk now off the table with the $1.5 billion sale of the WorldPac business ($1.2B net proceeds), a massive 

cash cushion worth nearly half its market cap.  Proceeds to be used to bring debt ratio down to 2.5x

● Management’s consolidation of Distribution Centers (13 from 38) with nodes that will create supply chain efficiency. 
$50M in procurement savings expected in 2025 with positive benefits already realized (i.e., 15% increase in volume per 
truckload)

● Plan to close >700 unprofitable locations in 2025. The revised store footprint means 75% of AAP's stores will be in a 
#1 or #2 position in terms of store density and have ~ 4% increased sales per square foot



 Betting on the Jockey…CEO Shane O’Kelly
● Newly appointed CEO Shane O’Kelly is a proven winner. He 

previously served as CEO of HD Supply, a $7 billion division of 
Home Depot, and led PetroChoice, the world’s largest distributor of 
lubricants. He also spent seven years as an Army officer

● Dan Loeb’s Third Point also strengthened AAP’s board by adding 
three new directors, including former O’Reilly executives and 
industry CEOs with supply chain and merchandising expertise

● Management has skin in the game, with 67 open market stock 
purchases in the past 12 months



The Path to ~$100+
● >500 bps margin expansion driven by cost factors 

alone. Even with 7% operating margins, AAP would 
still be well below its historical averages (8% - 10%) 
and ~65% behind its industry peers

● Management’s targets suggest $630M operating 
income in FY2027. The last 4 times they had 
operating income in the $600Ms were 2018 
($617M), 2019 ($679M), 2022 ($670M), the 
business earned $5.75, $6.87 and $7.70  in EPS

● In those respective years, when the share count was 
as much as 10.5% higher than today, the stock 
reached highs of $186.1, $182.6 and $244.50 in 
each of those years

● A ~10% reduction in shares outstanding, combined 
with +$600M in operating income, points to EPS 
EXCEEDING prior levels.The key is whether a peak or 
trough multiple is applied? Either way, this suggests 
at least a doubling from current prices



 Built a position in Etsy at a blended basis of ~$49. 

 #3 Turnaround Tom Pick : Etsy



 Why We Like Etsy
● Fourth most visited e-commerce site in the 

U.S. by monthly traffic

● Carved out a competitive niche by not 
competing on price or fulfillment speed with 
other "race to the bottom" competitors and 
instead focused on handmade and custom 
goods

● Largely retained its pandemic-related gains, 
with GMS at $13.16 billion in FY2023, 
compared to $13.49 billion in FY2021. This 
includes recovering from lost pandemic-driven 
sales, such as the $875 million in face mask 
sales from 2020-2021

● CEO Josh Silverman is a proven winner, with 
prior experience at eBay and as CEO of Skype, 
where he added 300 million new users, 
doubled revenues, and tripled profits.

Etsy operates two-sided online 
marketplaces that connect 
millions of passionate and 
creative buyers and sellers 
around the world.



Re-accelerating Growth
● “Gift Mode” showing promising signs, with 

27% of marketplace sales tied to gifting, 
growing 4.1% during Q2 FY2024

● Currently holds ~1% of $200B gifting TAM. 
Every 1% increase in share = $2B GMS 
opportunity 

● Launched its first loyalty program to boost 
purchase frequency, recognizing that ~50% 
of customers make only one purchase a 
year

● Long-term opportunities = International 
expansion (yields higher payment fees)  and 
building awareness among men who 
currently represent only 10% of customers

● Undercover play on housing market 
recovery, with >35% of Etsy’s sales coming 
from the “Home and Living” category 



Capital Light Model = Free Cash Flow Machine

● Asset-light model needs little capital investment, with no 
warehouses or inventories. This drives >90% conversion 
of adjusted EBITDA to free cash flow and more than ~24% 
FCF as a percentage of net sales

● Projected cumulative free cash flow over the next 5 years 
is more than 60% of Etsy's total market cap

● From 2017 to 2023, management used >60% of FCF for 
share repurchases and recently announced a new $1B 
repurchase program. YTD repurchases total ~$465M, 
Assuming the same pace in Q4, repurchases for FY2024 
could reach ~$650M, reducing shares outstanding by as 
much as ~8%

● Fortress balance sheet with ~1.2B of cash, ~$2.3B 
long-term debt, and no maturities until 2026



Built a position in Boeing at a blended basis of ~$160.30. 

 *BONUS* Turnaround Tom Pick : Boeing



Boeing Isn’t Going Anywhere

● As a leading global aerospace company, Boeing 
develops, manufactures and services 
commercial airplanes, defense products and 
space systems for customers in more than 150 
countries.

● Commercial airframe manufacturing is a 
growing global duopoly with Boeing or Airbus 
delivering >99% of commercial aircraft deliveries 
2000 - 2022.

● Despite negative headlines, Boeing's $0.5 trillion 
backlog continues to GROW significantly with 
335 net orders valued at ~$27.3B YTD. 

● Emerging market growth (China expected to 
double its fleet by 2043) and developed market 
replacement cycle (rising average fleet age)  will 
provide multi-year tailwind for orders and 
deliveries, driving growth over the next 20 years



 New CEO Kelly Ortberg is a Key Catalyst

● CEO Kelly Ortberg is an engineer who 
possesses a deep understanding of 
aerospace manufacturing. This is helpful 
when you want to keep doors on planes.

● Proven track record as former CEO of 
Rockwell Collins where he doubled sales in 6 
years and quadrupled the value of the 
company for shareholders before selling it at 
a nice premium to United Technologies in 
2019.

● Unlike his predecessor, Ortberg relocated to 
Seattle to be on the factory floors where 
commercial airplanes are actually built.



Contact Information

● Tom Hayes – Chairman & Managing Member - Great Hill Capital, LLC
● “Hedge Fund Tips with Tom Hayes” Top Ranked Podcast
● Twitter: @HedgeFundTips
● YouTube: Search “Hedge Fund Tips”
● Email: tjh@greathillcapital.com 
● Phone: 212-951-1478

Thank You!
 *Opinion, Not Investment Advice
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