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What Is The Goal?

• An internship to think about businesses—how 
to identify quantitative and qualitative success 
and then how to value them.

• It is NOT about stock trading.



Real Money

• This is not a simulation.

• Unlike most schools, we invest real money in         
real companies.

• If we make a mistake, it costs money.

• If we make wise decisions, it makes money.

• As of April 11, 2013 our portfolio is worth more   
than $180,000. 



• Warren Buffett and the “Value School of Investment 
Management.”

What Has Framed Our Mindset?



Why Buffett?

• Incredible long term track record for high returns 
and ethical behavior. 

• Buffett has compounded Berkshire Hathaway’s 
Book Value by 20% annually for 45 years.

• Buffett continues to show that success in the business 
world and highly ethical behavior are NOT mutually 
exclusive.



What Does Buffett Look For?

• Can You Understand The Business?

• Does it possess a sustained competitive advantage 
or a “moat” protecting it?

• Is It Predictable?

• If you don’t understand the business and it’s not 
predictable, how can you value it?



Overview

1. Investments
1. Cash Out Arbitrage – New Frontier Media
2. Advanced Auto Parts
3. Writing PUT Options – Dollar Tree
4. American International Group

2. Portfolio Performance



Cash Out Arbitrage

Buffett’s Rules
1.One company buys another.
2.All Cash Deal.
3.No Regulatory Hurdles.
4.Must be a friendly buyout.
5.Significant market price discount to cash out price.



LFP Broadcasting buys New 
Frontier Media (NOOF)
• Buyout announced October 15, 2012 at a cash out price 

of $2.06 ($33 million total).
• One month later the market price of NOOF was $1.99.
• Dept. of Justice approved the merger.
• We purchased shares on November 26, 2012 at $1.99.
• Deal paid out on January 3, 2013.
• Gross Proceeds: 3.52%  

($2.06-$1.99 = $.07 gain / $1.99 share)
• Payout after 38 day holding period was                          

33.8% annualized rate of return.



Advance Auto Parts (AAP)

• Return On Equity > 15% for past 10 years

• Net Profit Margin continuing to improve

• Long Term Debt & Other Obligations Divided by Net 

Income is payable in 1.55 years.



Advance Auto Parts

• Repurchased 31% of company in past 10 years

• Earnings per share increased 12% per year for 10 

years

• Book Value per Share increased 11.1% per year for 10 

years



Writing PUT Options

• It’s a contract that potentially obligates us to buy a 
specific stock at a specific price and time.

• We are paid a cash premium to have a stock sold to us at 
the pre-determined price & time.



Dollar Tree (DLTR)

• Growing Company 

• Highly Efficient 

• Entered a Put Contract on Dollar Tree
• We have written 3 PUT options which have paid 

us $230 or $2.30/share.
• Trading above $45.
• Lower Entry Price. 



American International Group (AIG)

• Provides insurance products and services for commercial, 
institutional, and individual customers domestically, and 
internationally.

• Region
• #1 Western Europe
• #1 Latin America
• #2 North America
• #2 Asia
• #2 Central & Eastern 

Europe

• Category
• #1 General Property & 

Casualty
• #1 D&O Liability
• #1 Marine & Fire
• #2 Medical & Life
• #2 Catastrophe

Best Insurer Overall – Global 



American International Group
• Key Points

• Trades at a little more than half of tangible book 
value
• A company's tangible book value  is what 

common shareholders can expect to receive if 
the firm sold off all of its assets at their book 
values.

• Fortress Balance Sheet
• Repurchasing common stock
• Paid back US Government with Interest



Current Portfolio



How Have These Strategies 
Worked For Us?

• Using these strategies over the past 3 1/2 years, 
Bulldog Investment Company has produced gross 
returns of more than 91%--or 19.5% per year. 

Gross Return Annualized Rate 
of Return

Bulldog Investment 91.0% 19.5%

Berkshire Hathaway stock 63.2% 15.0%

Dow Jones Index 56.6% 13.6%

S&P 500 Index 55.4% 13.3%



Questions?


