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Important Notices

This presentation is not intended as, and does not constitute, an offer to sell any securities or a 

solicitation of any person or any order to purchase any securities. This presentation is for 

informational purposes only and should not be construed as investment, legal, tax or other 

advice.

This confidential document has been prepared solely for the information of the person to 

whom it has been delivered and may not be reproduced or used for any other purpose.  This 

confidential document believed to be accurate as of its date, and no representation or warranty 

is made as to its accuracy after that date.

The securities identified do not represent all of the securities purchased, sold, or 

recommended for advisory clients.

Past performance does not guarantee future results.
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Best Ideas Prior Years’ Update
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Idea Presented Date Price Performance

6-Months

Performance

1-year

Performance

Since Inception or 

over life

2014: Myriad Genetics 

(MYGN)

1/8/14 $21.05 +58.5% +101.0% +90.8%*

2015: Ubiquiti 

Networks (UBNT)

1/12/15 $28.05 +18.3% +0.2% +162.9%**

2016: Ritchie Brothers 

(RBA)

1/12/16 $21.89 +60.5% NA +41.6%***

2017: Amerco

(UHAL)

1/10/17 $368.23 -3.8% +3.1% +3.1%**

2018: Diamond Hill

(DHIL)

1/12/18 $212.63 ? ? ?

* MYGN Investment closed out early 2016 after reaching targeted fair value

** UBNT  and UHAL Investments still open

*** RBA Investment exited during 2016 after quickly reaching targeted fair value 
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➢ High quality differentiated investment management franchise

➢ Owner-operator employees with a strong fiduciary culture and long-term perspective

➢ Stock has lagged the excellent performance of the underlying business over the past two years,  

creating an attractive entry point

➢ Tax law changes and potential equity style paradigm shifts are catalysts

➢ Attractive 60% upside to our $340/share appraisal;  Fair value poised to grow over time

DHIL (Nasdaq--$212.40)
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Diamond Hill Profile
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• $22 billion AUM equity and alternatives asset manager

• Founded in 2000 by current Chairman and Portfolio Manager

• Active fund manager driven by intrinsic value philosophy & no benchmark hugging
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Money Management At Scale Is A Good Business
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➢Asset light—very little capital (other than human & intellectual) required

➢Highly scalable—after critical mass reached, growth in AUM drives higher 

margins/ROIC

➢Very difficult to be trusted to take care of other peoples’ money—requires dual 

competence in generating superior investment performance and servicing clients

➢Growth comes from underlying asset appreciation and winning new business

➢Properly developed relationships can be very sticky

➢No bad debt—fees are collected directly from client assets when earned

…however,  being a Good business does not mean it’s an Easy business!
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Growth Track Record & Opportunity
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➢Firm’s Projected Capacity:  $25-$35 bil in Equity and $40 bil in Fixed Income 

versus $22 bil total AUM today
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Healthy Distribution Mix

8CRAWFORD CAPITAL PARTNERS, LP

Institutional business is still at ‘13 levels, but more profitable proprietary channels all contributing to growth



January 2018

Highly Scalable Business model
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Superior Performance Long Only
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Fees lower than 80% of peers, but performance superior
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Superior Performance Alternatives & FI
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DH Managers Think Like Investors & Owners
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➢ Firm not run by asset gatherers or lawyers but rather by investment professionals who eat their own cooking

➢ Performance of DHIL stock and mutual funds more important than salary for most investment professionals at firm

➢ Every employee owns DHIL stock (23% of firm--$165 million) and $150 mil in DHIL Funds ($1.3 mil per employee)

➢ Strong fiduciary culture and long term focus with the investment process and in running the Firm  (e.g. closing funds 

to new money when capacity reached)

➢ Low turnover among investment staff

➢ Columbus, Ohio HQ—College town away from the distraction and high cost of money center shops
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DHIL:  Valuation Summary
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➢ Our blended cases of three valuation methods suggests a fair value of:  $342/share

➢ Base DCF valuation (50% weight) suggests a value of:  $321/share

➢ Mini correction in financial markets; Net flows remain positive but diminish

➢ Gradual fee compression; flat margins with no further scale advantage

➢ Bear Case DCF valuation (25% Weight) suggests a value of:  $173/share

➢ Substantial 2 year bear market but outperform due to Alts and FI; Net flows turn negative but stabilize

➢ More rapid fee compression; margins fall sharply from bear market and don’t recover

➢ Upside Case DCF valuation (25% Weight) suggests a value of:  $555/share

➢ Continued positive (but not exuberant markets); DHIL style thrives; Net flows strong for 3 years before reverting

➢ Fee rates hold steady; margins scale 300 bps more and then flatten

➢ Relative valuation metrics (P/E, EV/EBITDA) are at the low end of historical ranges, consistent 

with points in time from which the stock has outperformed

➢ No credit for:  Launching new funds (e.g. global fund announced today), Aggressive stock 

buyback or a Buyout from a larger company
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DHIL:  Cheap Relative to History
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• Compelling relative multiples compared to history and in the context of rising cash & investment balances
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DHIL:  Core Investment Tenets Summary
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➢ Superior business economics

➢ Asset light business with high ROIC

➢ Highly scalable business with leverageable fixed costs

➢ Substantial growth opportunity

➢ $25-$35 bil projected capacity in Equity and $40 bil in Fixed Income versus $21 bil total AUM today

➢ Diamond Hill funds poised to outperform if market paradigm shifts

➢ Long-short fund has performed well during bear markets

➢ Intrinsic value approach has been out of favor recently but should mean revert back into favor

➢ Potential return of wage and price inflation favors equities

➢ Alignment of interests

➢ Insiders own 23% of the company ($165 mil)—every employee owns equity

➢ Employees also hold approx $150 mil in Diamond Hill Funds ($1.3 mil per employee)

➢ Attractive valuation across a variety of methods

➢ Consolidation potential—DHIL is an attractive bite size acquisition for a larger firm seeking growth and access 

to investment talent;  This Board & Management unlikely to sell out too cheaply!

➢ DHIL a major beneficiary of corporate tax reduction

➢ Adds 15-20% to intrinsic value depending on scenario

➢ Secondary benefit of many underlying DHIL fund holdings also being full tax payers

➢ Recently exited/monetized fund administration business
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DHIL:  Investment Risks/Concerns
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➢ Secular shift underway from active to passive funds

➢ Fees and expense ratios are under attack

➢ Nine year bull market will end or correct at some point

➢ Chairman Dillon has been selling down his stake to diversify—but investing the majority into DHIL funds

➢ Diamond Hill’s ETF and newer specialty products have been slow to ramp

➢ Exposed to market paradigms where momentum is in, and value is out of vogue
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Appendix 1a: DHIL Base Case
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Appendix 1b: DHIL Bear Case
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Appendix 1c: DHIL Upside Case
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Appendix 2:  Public U.S. Active Investment Mgrs.
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Source: Holt
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