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Signia Capital Management is a boutique money
management firm specializing in value investing. The firm was
founded in 2001 by the research professionals that serve as
the managing partners. The senior members of our team have
over two decades of investment experience and are dedicated
to practicing a value investing discipline.

Our Small-Micro Cap Value strategy invests in high quality,
catalyst rich companies that we expect will experience a
significant improvement in earnings within the next 12 to 24
months. Our team identifies compelling investment
opportunities through a rigorous bottom-up research process
that includes direct dialogue with the management teams of
each company under consideration. The process results in a
concentrated portfolio of 30 to 45 individual investments, each
with its own unique and compelling investment catalyst.

2016 Review

Signia’s Small-Micro Cap Value strategy returned 30.19%, net of fees
for 2016 compared to 30.59% and 31.74% for the Russell Micro Cap
Value and Russell 2000 Value respectively. Through the third quarter
of 2016 Signia’s strategy generated 600 bps of alpha compared to
the index, but relative performance proved difficult in the 4th quarter.
The dramatic post election rally, driven mainly by the financial
services sector, did not favor individual stock selection.

2016 was a year of surprises that began with a dramatic decline
across equity markets in the first quarter. The bond market took
center stage in the second quarter as investors, seeking safety in
anticipation of the BREXIT vote, pushed yields into negative territory
across a number of markets. Equities then sold off again in the third
quarter after a surprise vote by the UK to exit the Eurozone. Finally;
the unexpected election victory by Donald Trump in the US sparked
a dramatic rally to end the year. These events certainly surprised
markets and generated significant attention from the media. From
our perspective 2016 marks a shift away from a global-macro
investment environment driven by monetary policy to one driven by
bottom-up fundamentals. We believe this is a positive and long
overdue development as monetary policy reached its limitations
some time ago. Many of the fiscal measures being discussed,
namely infrastructure spending and tax reform will provide a greater
stimulus for the US economy going forward.

New Buys

Two notable investments in the quarter were Revolution Lighting
(RVLT) and Atlas Air (AAWW).

Revolution Lighting is a designer, manufacturer, and marketer of LED
lighting solutions for industrial and commercial applications. LED
lighting represents just 7% of the lighting market today but is
expected to grow to 50% by 2020 and 75% by 2025. LED lights last
50,000-100,000 hours vs. 1,000-3,000 hours for traditional
fluorescent bulbs. Additionally, LED lighting is significantly more
efficient, resulting in reduced energy costs. The senior management
team at RVLT has a demonstrated track record of success acquiring
and growing technology companies exposed to strong secular
trends. Prior to founding RVLT, the CEO and the CFO founded L-1
Identity Solutions which was sold to the French aerospace &
technology giant Safran in 2011 for $1.09b.

Atlas Air (AAWW) is a provider of outsourced air transportation
services for domestic and international cargo. The company is well
positioned to benefit from the continued growth in e-commerce and
next day delivery. Last May, Atlas Air announced a transformative
deal with Amazon to provide 20 Boeing 767-300 freighters for the
next 7-10 years. Cargo flights for Amazon started in August and will
continue to ramp through 2018. As part of the cargo transportation
agreement, AMZN was granted equity warrants in AAWW at $37.50
per share for up to 20% of the company. Amazon can earn
additional warrants as they increase revenues with Atlas. We believe
Atlas is positioned to benefit significantly from the 20%
compounded annual growth rate in e-commerce as a result of its
deal with Amazon.

Portfolio Exits

In the fourth quarter we sold two positions, Tutor Perini (TPC), and
Skullcandy (SKUL).

Continued on back
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Portfolio Characteristics

Investment Process Fundamental Bottom-Up
Mkt. Cap Range $1b and Below
Number of Holdings 30-45
Performance Benchmark Russell Microcap Value

Russell 2000 Value

Investment Team

Richard Beaven, CFA
 Lead Portfolio Manager
Colin Kelly, CFA
 Director of Research, Portfolio Manager
Anthony Bennett, CFA
 Portfolio Manager

Portfolio Snapshot 12/31/2016

Current Number of holdings 30
EV/EBITDA 5.8
Price to Book 1.2
Price to Sales 0.7
Price to Cash Flow 5.9
L.T. Debt to Capital 22%
Price to Earnings (forward) 21
2017 Vs. 2016 EPS Growth 79%
Weighted Average Mkt. Cap $407
Turnover (annual) 60%



** Source: Signia Capital Management, LLC, Thomson Reuters Baseline and the Frank Russell Company.  The information provided in this report should not be considered a 
recommendation to purchase or sell any particular security. There is no assurance that any securities discussed herein will remain in our composite at the time you receive this report 
or that securities sold have not been repurchased. Our portfolio characteristics and sector weightings are based on a representative account and may not be indicative of this 
strategy’s current or future investments. It should not be assumed that any of the holdings discussed herein were or will be profitable or that the investment recommendations or 
decisions we make in the future will be profitable or will equal the investment performance of the securities discussed herein. This information is shown as supplemental information 
only and complements the full disclosure presentation (fully compliant GIPS presentation). Past performance is no guarantee of future results.

* Signia Capital Management, LLC (“Signia” or “the Firm”) is a registered investment adviser formed in January 2001 and is employee owned. Signia claims compliance with the Global 
Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards.  Signia has not been independently verified. The firm 
maintains a complete list and description of composites and a presentation that complies with the requirements of the GIPS standards, which is available upon request by contacting 
David Krebs, Chief Compliance Officer, at 509‐789‐8970 or david@signiacapital.com
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Tutor Perini is a engineering and construction firm that we
purchased in the first quarter of 2016. The stock nearly doubled in
the first nine months of the year as management delivered strong
sequential improvement over 2015. Given the increase in valuation
we decided to exit the position.

Skullcandy (SKUL), the headphone design and manufacturing
company, was taken private by Mill Road Capital at $6.10 a share.
The deal closed in early October. Skullcandy, like many of the
holdings in our portfolio, possesed a number of attributes that are
attractive to private equity and strategic investors.

First Quarter 2017 Mid Quarter Update & 2017 Outlook

Our portfolio is off to a strong start in 2017, performing admirably
in a range bound market. As of February 14th Signia’s Small-Micro
Cap Value strategy is up 3.73% vs. the Russell Microcap Value
0.11% and the Russell 2000 Value 1.84%.

The portfolio experienced its first take-out of the year on January
9th, when Columbia Banking Systems (COLB) agreed to acquire
portfolio company Pacific Continental Corp. (PCBK) for a 34%
Premium. The cash and stock deal is expected to close mid year
2017.

Given the market’s significant increase in 2016, we believe that
returns are likely to be more subdued in 2017. A modest equity
return environment historically has been beneficial to our style, as
it allows company specific catalyst to drive portfolio performance
rather than money flows. Examining the portfolio at present, we
believe we have a number of catalyst rich companies with
compelling valuations that should perform well in the next year.

We look forward to updating you again next quarter.
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Sectors Weightings (%) 12/31/2016

Technology 15.4%
Consumer Discretionary 22.0%
Energy 11.3%
Autos & Transports 2.2%
Producer Durables 15.8%
Financial Services 27.3%
Cash 6.0%
Total Portfolio 100.0%

Top 10 Holdings (%) 12/31/2016

Sterling Construction Company Inc 8.2%
Build-A-Bear Workshop Inc 5.1%
New York & Co Inc 4.6%
Gain Capital 4.2%
Autobytel Inc 4.2%
Pennant Park Investment Corp 3.8%
Ardmore Shipping Corp 3.8%
First Internet Bancorp 3.6%
Revolution Lighting Technologies Inc 3.6%
Advantage Oil & Gas 3.5%

Calendar Year Returns
2012 19.71% 18.05% 22.81%
2013 33.21% 34.52% 41.17%
2014 0.86% 4.22% 3.15%
2015 2.16% -7.47% -6.45%
2016 30.19% 31.74% 30.59%

2017 YTD 2/14/17 3.73% 1.84% 0.11%

Annualized Returns  2/14/2017

Trailing 1 Year 54.35% 50.44% 50.99%
Trailing 3 Year 13.72% 10.27% 8.82%

From Inception 9/30/11 18.65% 17.53% 18.57%
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