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          June 10, 2021 

  

Dear Fellow Investors, 

Adestella gained 19.6% in the first few months of the new year. Long positions returned 19.8%, while short 

positions and currency fluctuations were a net drag of 20 basis points. Both domestic and international 

holdings fared well, finishing at about a 55-45% split in profit contribution. The Fund’s net exposure was 

consistent, staying within the range of 92% to 100%; gross exposure (with short positions weighted heavily 

toward index ETFs) was around 140%. 

Equity markets were broadly higher over the period, driven by optimism over vaccine rollouts and broader 

economic reopenings, along with a steady dose of accommodative policymaking (or promises thereof). In 

the end, it was our fourth straight quarter, and fifth of the last six, in which we outperformed the indices. 

That said, we caution that there is a significant amount of random variance over three-month periods; such 

streaks are unusual and should not be expected as a baseline going forward. 

An updated performance table is provided at the end of this letter. 

 

Dot Plots 

Adding value through fundamental active management basically comes down to how well one can connect 

the dots. This entails finding and synthesizing information from a wide range of sources and then being able 

to put them together to create the insight necessary to make an investment judgment. Information on 

stocks is easier to find than ever before, so there are more potential dots than ever as well. But this creates 

as many pitfalls as opportunities; it is often better to not connect any dots instead of connecting the wrong 

ones. So how can investors give themselves the best chance of drawing the right picture from the data at 

hand? 

In my view, the ability to draw from a range of disciplines (defined both in terms of investing and beyond) 

presents a significant benefit to generalists, one not (or less) available to others who focus on a narrow 

niche or specific industry. Investors work with incomplete information, thus limiting the degree of precision 

attainable. This makes the stock market what psychologist Robin Hogarth would call a wicked learning 

environment, where outcomes are non-linear and information feedback is poor, misleading, or missing. 

Because of this, it is very difficult to use simple rules of thumb, and any assumptions must be defined 

narrowly and re-checked frequently.  

Perhaps because of this wicked environment, the most useful connections are often those that are not 

immediately apparent and/or require cross-disciplinary knowledge. Such scenarios heighten the odds that 

your view is a variant one, an important prerequisite for generating outsized returns. One of our most 

successful investments in recent years, Sea Ltd (SE), was a good example of this – and a particularly apt one, 

considering its company motto is literally “connecting the dots.” Analyzing SE required knowledge ranging 

from online gaming to eCommerce to FinTech. A gaming analyst covering Activision Blizzard, EA, and Take 

https://www.researchgate.net/publication/283828207_The_Two_Settings_of_Kind_and_Wicked_Learning_Environments
https://www.researchgate.net/publication/283828207_The_Two_Settings_of_Kind_and_Wicked_Learning_Environments
https://www.sea.com/media/resource/Logo
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Two might have missed the immense growth potential of Shopee, while an eCommerce specialist might not 

have appreciated the strategic value of also owning a prodigious cash generator like Garena. And of those 

who did have the requisite industry knowledge, many may have been too focused on home ground to 

consider a company headquartered in Singapore and doing most of its business in Southeast Asia. 

Connecting the dots between industries, geographies, and business models requires a range of disciplines, 

but those who were able to do it in the months following its IPO have been well-rewarded in recent years.  

For an investor that only has an inch of knowledge, however many miles deep it may be, there are limited 

opportunities to make such comparisons and successfully span the gap between details that would 

otherwise seem unrelated. Meanwhile, a generalist accepts that he may not be able to reach the same level 

of nuance as a specialist, but he is willing trade it off for the benefits of breadth. His goal is to understand 

the fundamental underpinnings of the business and industry, knowing that there are usually just a few key 

factors that ultimately determine whether an investment will be a success or failure. For us, this is the 

superior approach. 

 

Please, Sir, I Want Some More: On the Merits of Orphan Stocks 
 
In his book You Can Be a Stock Market Genius, Joel Greenblatt gives an excellent overview of special 
investment situations that are often ripe with inefficiencies. While his guide includes a broad range of 
topics from corporate actions to financial distress, they are connected in the sense that they tend to be off 
the beaten investment path and thus far off the radar of most investors. Though not included in that book, 
another type of situation that fits this mold (and that has happened to be a recurring theme in our portfolio 
lately) is what could be called orphan stocks – companies whose stocks trade in one geography but conduct 
most of their business in another, and are sometimes even based/headquartered in a third. Such 
companies often have a smaller natural shareholder base, either from differences in awareness or 
sentiment between investors in different regions, or from logistical difficulties in purchasing shares for their 
accounts. 
 
One of our biggest winners last year, Gan plc, was an obvious example of this phenomenon. The great 
majority of the company’s future value creation prospects were based in the United States, yet the firm 
was based and traded on a small London exchange that many mainstream American brokerages don’t 
support trading access on. Accordingly, many British investors may not have been keyed in to the 
company’s excellent prospects across the pond, while most American investors were either unaware the 
company existed or unable to purchase shares for their account.  
 
Anyone who was able to, however, was greatly rewarded – when Gan moved its listing to the United States 
last May, the gap closed and the stock promptly tripled from the high end of its IPO range. This was not a 
one-off occurrence either; in fact, the two stocks that have probably generated the biggest percentage 
gains in Adestella’s history, Xpel (a US-headquartered company that traded on a small Canadian exchange 
during our initial purchases) and the aforementioned Sea Ltd, both possessed similar dynamics. While 
information efficiencies are generally few and far between in today’s markets, the combination of an under 
the radar stock with relatively fewer people willing or able to look at it does occasionally create such 
situations.  

https://www.londonstockexchange.com/news-article/market-news/gan-faq-on-scheme-of-arrangement-nasdaq-listing/14497648?lang=en
https://sbcamericas.com/2020/05/06/gan-goes-public-on-nasdaq-with-shares-at-high-end-of-the-range/
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Much like spinoffs became a key part of every value investor’s arsenal in the years after You Can Be a Stock 
Market Genius was released, I expect orphan stocks will eventually become a well-scoured hunting ground. 
But it the meantime, we will continue to pursue these opportunities when they appear, and the well hasn’t 
dried up yet. In my last letter, I mentioned that the Fund had taken new positions in two international 
stocks. As it happens, both display the same orphan tendencies as our previous winners. An overview of the 
two companies, Tremor International and Voyager Digital, is provided in the following section.  
 
 
 
Discussion on Selection Positions 
 
Tremor International (LON:TRMR): Tremor is an advertising technology company operating solely in the 
fastest growing medium (video), with a particular focus on the connected TV (CTV) space. Tremor offers 
both a demand-side platform (DSP) that advertisers use to buy inventory from publishers and a supply-side 
platform (SSP) that publishers use to find buyers for its available ad impressions, joining them in an 
automated marketplace that matches bids to publishers. TRMR is a classic orphan story, with an Israeli 
headquarters and a London exchange listing despite generating nearly 90% of its net revenue in the United 
States. 
 
While cord-cutting and over-the-top (OTT) adoption has now been a trend for quite some time, advertising 
breadth has remained limited – only 40% of advertisers reported spending on CTV/OTT advertising, far 
behind percentages reported for social media and traditional video. Thus, this industry niche has the dual 
tailwind of a growing CTV base as cable subscribers continue to make the switch combined with CTV taking 
share of total media ad spend. Putting them together, TRMR’s market should expand at a double-digit clip 
per year for the foreseeable future (see chart below): 
 

https://www.bloomberg.com/quote/TRMR:LN
https://www.emarketer.com/content/ott-ctv-advertising-will-breakout-star-of-2021-sponsored-content
https://www.emarketer.com/content/us-connected-tv-advertising-2020
https://www.emarketer.com/content/us-connected-tv-advertising-2020
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Recent results suggest the company is capitalizing on this fully. A few weeks ago, Tremor reported nearly 
100% revenue growth in what has historically been a quieter period for it. The particularly strong growth of 
the company’s self-serve ad platform, which carries higher margins, led to significant FCF generation and 
margin expansion. Yet despite the positive industry tailwinds, clear operating momentum, and strong track 
record of performance, TRMR’s stock trades at around 4x our estimate of sales and 10x our estimate of 
EBITDA for this year. This is a material discount to closest peers Trade Desk (TTD) and Magnite (MGNI), and 
is unreasonably large in the context of TRMR’s superior growth, profitability, and exposure to the fastest 
growing segments of the market (see table below): 
 
 

 
 

 

https://www.londonstockexchange.com/news-article/TRMR/q1-2021-trading-update/14989806
https://www.londonstockexchange.com/news-article/TRMR/q1-2021-trading-update/14989806
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This gap should close shortly, however, as Tremor recently filed for an American listing and expects to 
complete the process by the end of the second quarter. If history is any indication, this is likely to serve as a 
strong catalyst as the stock becomes available to a far larger number of potential investors. Management 
seems to agree that the stock is cheap at current levels, as they repurchased shares in the first quarter 
ahead of the re-listing. We think TRMR hits the trifecta of rapid growth, existing profitability, and potential 
for further margin expansion – and unlike most other stocks with that trio of characteristics, we aren’t 
paying a premium for it. As a result, Tremor has become one of our larger positions, and we have 
accumulated shares ahead of its upcoming debut on the NASDAQ. 
 
 
Voyager Digital (CN-VYGR): Launched in 2018 by a group led by a former E-Trade executive, Voyager Digital 
operates one of the fastest-growing cryptocurrency brokerages, thanks to a well-regarded app that enjoys 
favorable reviews for its wide range of tradable assets (nearly half of which pay interest) with zero 
commissions. Despite this, it trades at a significant discount to peers, in large part because of its orphan 
status: VYGR is headquartered in NYC and has mostly US-based customers, but its main listing trades on a 
secondary Canadian exchange. 
 
I have no view on the fair value of any cryptocurrency – but I do have a strong view that there will continue 
to be growing blockchain interest based on new applications, a wider range of everyday use cases,  
and greater institutional acceptance as of late. To paraphrase the Peter Lynch quote,1 most potential digital 
golds may lose value, but one can make a lot of money selling the digital picks and shovels that customers 
need to look for them. 
 
Voyager reported $3.3 B USD in AUM for April and has now added over $400 M/month in net deposits for 
2021. The company’s investor presentation suggests that VYGR generates about $100 per month per 
funded account; increased volume on smaller “altcoins” that generate more revenue per trade means this 
number should have upside. The company reached 400k active accounts at the end of April, and from a 
recent interview, it seems as though the company has already surpassed 600k for May. Putting these 
metrics together suggests a run-rate of about $720 M in annual revenues, not including any upside from 
(the highly likely) further account growth, versus a current EV of around $2.7 B. This 3.8x multiple compares 
very favorably to FinTech peers (even after taking into account Coinbase’s recent multiple compression): 

 

 
1 “During the Gold Rush, most would-be miners lost money, but people who sold them picks, shovels, tents and blue-
jeans made a nice profit.” – Peter Lynch 

https://www.londonstockexchange.com/news-article/TRMR/registration-statement-filed-for-proposed-offering/14990941
https://www.bloomberg.com/quote/VYGR:CN
https://apps.apple.com/us/app/voyager-buy-bitcoin-crypto/id1396178579
https://www.bbc.com/news/technology-56371912
https://www.cnbc.com/2021/06/09/el-salvador-proposes-law-to-make-bitcoin-legal-tender.html
https://www.cnbc.com/2021/03/24/fidelity-to-launch-bitcoin-etf-as-investment-giant-builds-its-digital-asset-business-.html
https://www.cnbc.com/2021/03/17/bitcoin-morgan-stanley-is-the-first-big-us-bank-to-offer-wealthy-clients-access-to-bitcoin-funds.html.
https://www.cnbc.com/2021/05/07/goldman-sachs-unveils-new-cryptocurrency-trading-team-in-employee-memo.html
https://www.cnbc.com/2021/06/10/state-street-is-creating-a-dedicated-cryptocurrency-division.html
https://www.investvoyager.com/pressreleases/voyager-digital-provides-business-update-and-march-2021-metrics
https://assets.investvoyager.com/dX9dBBWesFa0R2QA?_ga=2.107310923.896609077.1620944367-1371899715.1614616055
https://video.foxbusiness.com/v/6255031808001
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Looking slightly longer term, the toll road-like business model of a brokerage combined with the stickiness 
of customer assets produces a long runway for further expansion even after this hypergrowth phase ends. 
In my original draft of this piece, I wrote that operating leverage would come with scale, and that since 
mature traditional brokers boast operating margins of 40%+ (and since Coinbase already posted an 32% 
operating margin for 2020 on $1.3 B in sales), VYGR should eventually be able to reach that mark too. I 
assumed it would perhaps take until mid-2023, at which point VYGR could generate somewhere in the 
ballpark of $1.50-1.75 in EPS (after giving effect to SBC dilution), putting it at 12-14x earnings two years out.  
 
A few days later, however, VYGR showed that it was far ahead of my schedule. The company announced in 
its results for Q1CY21 that it had already achieved a 50% operating margin for the period and even 
expressed its optimism for further profitability expansion going forward. Even assuming a massive 
deceleration, the risk-reward is highly asymmetric. Funded account growth could go from the current 
month-over-month 50% rate to mid-single digits, and the operating margin could contract to 30% for the 
full year, and the company would still generate almost a dollar per share of free cash flow this year and 
trade at a market multiple despite having far superior profitability and growth prospects. Assuming a more 
realistic glide path, in which the deceleration is gradual and operating margins can hold their current level, 
Voyager could generate over $400 M of FCF in calendar year 2021. This works out to an 8x multiple on 
today’s price, which we think is far too cheap given the current exponential growth within an industry that 
remains in the relatively early stages of its lifecycle.  
 
A few potential return cases are sketched out below, which show that one can pencil out over 100% upside 
with assumptions that are not at all heroic, and that very little further growth is underwritten in today’s 
price. Indeed, there are a wide range of outcomes here, but they are highly skewed toward positive ones.  
 

https://www.investvoyager.com/pressreleases/voyager-digital-reports-record-revenues-of-us-usd60-million-with-a-50-operating-margin-generating-an-operating-profit-of-usd30-million-for-the-fiscal-third-quarter
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There are plenty of risks with this investment – there could be another multi-year “crypto winter” in which 
public interest wanes. In terms of business operations, customers have complained about long processing 
times for withdrawals and intermittent app connectivity issues (though these are not unique to VYGR). And 
on the stock side, the equity is highly volatile and often sees its daily fluctuations follow that of the 
underlying tokens’. However, these risks are more than adequately compensated for given the company’s 
rapid growth, strong execution, and significant valuation discount. The last time we saw a discrepancy this 
big was Gan plc in 2019, which became a multi-bagger over the next year. Furthermore, the position can 
easily be structured as a pair trade against recently-public Coinbase to mitigate industry risk if desired. 
Voyager has lower fees, faster growth, and a much cheaper valuation – COIN’s main selling points are its 
first mover advantage and name recognition, and we don’t view those as nearly enough to warrant a 
100%+ multiple premium. 
 
 
Outlook & Conclusion 
 
The only constant in the investment world is change, and that has again been the case in the early months 
of 2021. Many pandemic darlings are down 50%+, while commodity stocks that couldn’t get a bid for years 
are outperforming the broader indices. Much of this can be attributed to newfound inflation fears after sky-
high headline CPI readings in recent reports mixed with anticipated pent-up demand for any activity done 
out of the house. The current scenario is certainly unusual, both in terms of speed and magnitude of the 
changes seen. But just as we don’t try to predict the values of stock indices, we won’t try to predict those of 

https://www.theverge.com/2021/5/19/22443701/coinbase-outage-bitcoin-ethereum-price-falling-cryptocurrency
https://fortune.com/2021/05/19/coinbase-binance-outage-crypto-bitcoin-crash/
https://www.adestella.com/wp-content/uploads/2020/09/GAN-SE-WP.pdf
https://www.cnbc.com/2021/05/12/consumer-price-index-april-2021.html
https://www.marketwatch.com/story/consumer-prices-soar-again-cpi-shows-and-shove-rate-of-inflation-to-a-13-year-high-11623328693
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price indices either. All we can do is continue to look for situations where there is a sizable disconnect 
between a current and fair valuation, and as of now, we are still finding more than enough to keep us busy. 
Accordingly we will continue along this path, hopefully connecting the right dots and adopting a few more 
orphans along the way. I look forward to writing you again in a few months’ time; in the meantime, I hope 
everyone enjoys their summer. 
 

 

  “The most important thing in life is to stop saying ‘I wish’ and start saying ‘I will’.” 

- Charles Dickens 

 

 

Per Ardua Ad Stella, 

Andrew Jakubowski 
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Performance Summary: 

 1Q 2021 Since Inception 

S&P 500 6.4% 131.4% 

Vanguard Total World Stock ETF 5.4% 82.1% 

Russell 2000 12.9% 104.5% 

HFRI Equity-Hedge (Total) Index 7.1% 58.9% 

Adestella Investment Management 19.6% 298.7% 

 

Disclaimer:  

This document is not intended for public use or distribution. While all the information prepared in this document is believed 

to be accurate, Adestella Investment Management, LLC makes no express warranty as to the completeness or accuracy, nor 

can it accept responsibility for errors appearing in the document. 

An investment in the 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. The portfolio is under the sole trading authority of the investment 

manager. A portion of the trades executed may take place on non-U.S. exchanges. Leverage may be employed in the portfolio, 

which can make investment performance volatile. The portfolio is concentrated, which leads to increased volatility. An investor 

should not make an investment, unless it is prepared to lose all or a substantial portion of its investment. The fees and 

expenses charged in connection with this investment may be higher than the fees and expenses of other investment 

alternatives and may offset profits.  

There is no guarantee that the investment objective will be achieved. Moreover, the past performance of the investment team 

should not be construed as an indicator of future performance. Any projections, market outlooks or estimates in this document 

are forward-looking statements and are based upon certain assumptions. Other events which were not taken into account 

may occur and may significantly affect the returns or performance of the fund. Any projections, outlooks or assumptions 

should not be construed to be indicative of the actual events which will occur. 

The enclosed material is confidential and not to be reproduced or redistributed in whole or in part without the prior written 

consent of Adestella Investment Management, LLC. The information in this material is only current as of the date indicated, 

and may be superseded by subsequent market events or for other reasons. Statements concerning financial market trends 

are based on current market conditions, which will fluctuate. Any statements of opinion constitute only current opinions of 

Adestella Investment Management, LLC, which are subject to change and which Adestella Investment Management, LLC does 

not undertake to update. Due to, among other things, the volatile nature of the markets, an investment in the fund may only 

be suitable for certain investors. Parties should independently investigate any investment strategy or manager, and should 

consult with qualified investment, legal and tax professionals before making any investment. 

The fund is not registered under the investment company act of 1940, as amended, in reliance on an exemption there under. 

Interests in the fund have not been registered under the securities act of 1933, as amended, or the securities laws of any state 

and are being offered and sold in reliance on exemptions from the registration requirements of said act and laws. 

 


