
SIGNIA CAPITAL MANAGEMENT
A money management firm specializing in value investing

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 extensive investment experience leads us to believe that
outperformance is driven by the highest conviction ideas within a
portfolio. As a result, we believe that a concentrated portfolio
consisting of high conviction, catalyst rich investments is the best
way to generate significant returns relative to the rest of the
market.

Our Concentrated Value strategy invests in 12 to 20 individual
securities that we believe possess compelling company specific
catalysts. The investments in this strategy are expected to
generate significant price appreciation over the next 12 to 24
months. The strategy is unconstrained by market capitalization
ranges, allowing the team to select the very best investment
opportunities regardless of market capitalization.

Concentrated Value Strategy
4th Quarter 2016 Review & 2017 Outlook

Signia’s Concentrated Value strategy returned 30.71%, net of fees for
2016 compared to 18.40% and 31.74% for the Russell 3000 Value and
Russell 2000 Value respectively.

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.

Overall, we do not find the market to be inexpensive. The S&P 500
currently trades at 18x forward earnings which, although not extreme,
is toward the higher end of the historical range. Given policy
uncertainty, combined with elevated market valuations we believe that
2017 will see modest returns relative to 2016. The advantage to the
Concentrated Value strategy is our ability to remain opportunistic and
allow cash to accumulate until we find compelling investment
opportunities.

New Buys

We added 5 new positions to the Concentrated Value Portfolio in the
4th Quarter of 2017.

In November we initiated a position in institutional and retail
brokerage firm, Gain Capital (GCAP). We believe Gain’s business will
benefit from industry consolidation as well as an increase in market
volatility in 2017. Volatility across asset classes leads to increased
trading volume for Gain’s brokerage business. At the time of our
purchase shares traded around $5.50. After evaluating recent
transactions among institutional brokers, we believe a reasonable
sum-of-the-parts valuation for GCAP is $12-$15 per share.

We also took a position in the Canadian industrial and heavy
construction company, North American Energy Partners (NOA). The
company’s revenues are primarily tied to the oil sands in Western
Canadian. Lower crude oil prices significantly impacted results for the
company, cutting top-line revenue nearly in half over the past two
years. The recently appointed CEO, Martin Ferron, has managed to
maintain positive EBITDA margins throughout the difficult operating
environment. We believe the improving crude oil pricing backdrop,
combined with opportunities to expand the company’s heavy
construction business, will result in a dramatic improvement in EBITDA
margins. At the time of purchase, NOA traded at roughly 2.5x
EV/EBITDA. We believe the depressed valuation provides a compelling
opportunity to invest in a well managed company with significant
EBITDA growth over the next 24 months.

Another notable purchase in the 4th quarter was the datacenter and
network focused semiconductor company, GigPeak (GIG).

Continued on page 2

Investment Team
Richard Beaven, CFA Lead Portfolio Manager

Colin Kelly, CFA Director of Research, PM

Anthony Bennett, CFA Portfloio Manager

Portfolio Characteristics
Investment Process Fundamental Bottom-Up

Mkt. Cap Range All Cap

Number of Holdings 12-20

Performance Benchmark Russell 3000 Value
Russell 2000 Value

Mid Quarter Update: 1Q | 2017

Portfolio Snapshot 12/31/2016

Current Number of Holdings 16
EV/EBITDA 4.41
Price to Book 1.1
Price to Sales 0.6
Price to Cash Flow 4.7
Price to Earnings (forward) 23.1
L.T. Debt to Capital 22%
2017 vs. 2016 EPS Growth 157%
Weighted Average Mkt. Cap $465.0
Expected 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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GIG’s semiconductor chips and software provide increased
speed with lower power consumption to enable networks and
datacenters to operate more efficiently. Founded, by Dr. Avi
Katz in 2007, the company has grown significantly through a
combination of organic sales growth and select acquisitions. At
the time of our purchase we believed that GIG’s niche within
the datacenter was attractive to larger competitors, and that
the company would likely be acquired. On February 13th the
company announced that it would be acquired by the chip
company, Integrated Device Technology, Inc. (IDTI) for $3.08 per
share. This is the third acquisition of one of our holdings in the
Concentrated Value portfolio in the last 18 months. We believe
this validates our private equity approach to investing in public
companies and underscores the attractive value characteristics
of our holdings

First Quarter 2017 Mid Quarter Update
Signia’s Concentrated Value portfolio returned 5.78% in the first
6 weeks of Q1 vs. 3.37% for the Russell 3000 Value and 1.82%
for the Russell 2000 Value benchmark.

We look forward to updating you again next quarter.

Top 10 Holdings (%) 12/31/2016

Sterling Construction Company 11.0%
Build-A-Bear Workshop Inc 7.4%
New York & Co 7.1%
Gain Capital 6.4%
First Internet Bancorp 5.9%
Revolution Lighting Technologies In 5.7%
Ardmore Shipping Corp 5.6%
Autobytel Inc 5.5%
Advantage Oil & Gas LTD 5.3%
North American Energy Partners In 4.9%
Total Top 10 Holdings (%) 64.8%

Sectors Weightings (%) 12/31/2016

Consumer Discretionary 21.4%
Financial Services 16.6%
Producer Durables 16.7%
Energy 18.0%
Materials & Processing -
Technonlogy 17.6%
Other -
Cash 9.7%
Total Portfolio 100.0%

Returns Through 2/14/16
Year to Date (2/14/15) 5.78% 3.37% 1.82%

Trailing 1 Year (2/14/17) 56.41% 34.07% 50.44%
From Inception (6/30/2015) 32.57% 18.98% 25.32%
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