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Interview featured on Valuewalk.com September 29th, 2015.

RUPERT HARGREAVES OF VALUEWALK: LET’S START AT THE BEGINNING. WHAT 
FIRST ATTRACTED YOU TO INVESTING, THE MONEY MANAGEMENT BUSINESS, AND 
THE VALUE DISCIPLINE IN GENERAL?

SCOTT MILLER OF GREENHAVEN ROAD CAPITAL: The short answer is that I grew up in New York City, and 
my friend’s father managed one of the first Hedge Funds. Their country house had a zoo with zebras and 
monkeys. That left an impression. The longer answer is the father was one of a dozen investors featured 
in Jack Schwager’s Market Wizards book – so I read it at a young age. In the book, Schwager interviews a 
dozen very successful investors, each with markedly different approaches to investing, yet each very suc-
cessful. Their days and lives struck me as intellectually very diverse and interesting. They were effectively 
playing a game within a strict set of rules but winning with different strategies. Some investors were do-
ing fundamental research, some were focused on the macro world like Soros, and one guy was effectively 
legally buying mutual funds after hours. As a person who can usually find an angle and has a contrarian 
streak, investing held great attraction. As for the value discipline, I think it is how my brain is wired. Not 
only do I have trouble paying retail, I enjoy items bought on sale markedly more than those for which I 
paid full price. Value is all that makes sense to me.

GREENHAVEN ROAD IS A VALUE-ORIENTATED 
PARTNERSHIP MODELED AFTER THE PARTNERSHIPS 
MANAGED BY WARREN BUFFETT FROM 1956-1969. 

Greenhaven has a bias towards business services, technology, and consumer/retail 
industries, looking for businesses with strong cash flow, normalized earnings, and 
long-term growth horizons as well as value plays. Scott isn’t afraid to invest in com-
panies other managers would usually avoid.
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CAN YOU TELL US A LITTLE BIT ABOUT YOUR BACKGROUND?

SM: My background is a combination of investing and working in operating businesses. I guess that I am 
the only person you have interviewed in the investing business who ran a paper bag factory when they 
graduated from college. It was not a sexy first job – but it was a formative experience in terms of under-
standing the levers of a business. We lived and died by raw material input costs and customer acquisition 
costs. The bag business is a terrible business, in Buffett speak, I lived in a world with no moats, and it 
was not fun. We were able to sell the business to a competitor. I didn’t make a lot of money – but it was 
a good enough story to get me into Stanford business school. When I graduated, I worked in a private 
equity setting with very long investment horizons. We were thinking 5-10 years, not quarter to quarter. I 
then co-founded an education-related business that has grown to over 1,000 employees. I held a number 
of roles over the years from CFO to Chief Strategy Officer. There was a ten plus year period where I was 
working a full-time job building in an operating business and investing on nights and weekends. Given my 
concentrated portfolio of approximately 15 companies and low turnover, I am only looking for one invest-
ment idea a quarter. Most days I don’t buy or sell anything. I am not trading news flow, so my investment 
style is conducive to investing in off hours.

My performance before opening Greenhaven Road was eye opening. I was beating the market by thou-
sands of basis points per year. Owning and not selling Apple Inc. (NASDAQ:AAPL) helped, but there were 
a number of “winners”. People were offering me the passwords to their Schwab account to trade for 
them, this led me to set up Greenhaven Road in 2011. I was able to attract ten friends and family inves-
tors to get me in the game, so it was not just my money. For the first four years of the fund, I continued 
investing “on the side” one or two days a week with a near full-time, other job. I honestly think having 
other non-investing responsibilities did not hurt performance at all.

Being in the operating world gave me experiences and perspectives that constantly informed my invest-
ing. I also got great joy as a guy working out of his basement doing better than funds employing 100 peo-
ple. What did suffer was marketing. I was not getting the word out. The year after I was up 63% I added 
one limited partner. Nobody knew, and nobody cared – so at the end of last year, I decided that it was 
time to focus on growing the fund. I left my operating role completely and joined the board of the com-
pany. I put up a website www.greenhavenroad.com, and I started making my letters available. This was 
basic stuff that I didn’t have time for before.

At the end of the day, I think the most valuable part of my background is my operating experiences. I run 
every investment decision through a filter of – what would I do if I was the operator of a business?

VW
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HOW IS YOUR FUND STRUCTURED?

SM: Greenhaven Road is modeled after the early Buffett partnerships. I don’t take a management fee. 
I do earn an incentive fee of 25% on returns above 6% with a high water mark. I like to say that I make 
money with my investors, not off of them. In a year where I am up less than 6%, not only do I not make 
money off of my investors, in fact, I incur some costs. I only get compensated if I provide returns to inves-
tors. I am not living in 2 and 20 land like most traditional hedge funds. I think Buffett partnership model 
is a fair arrangement. Like the companies that I invest in, I have tried to align my incentives with those of 
my investors. I also just don’t think I would have a chance of outperforming if I was getting 2 and 20. For 
those guys if they are up 20% on a gross basis – which is no small feat. The net to their investors is 14%. It 
is hard for them to outperform the market over an extended period of time. I make less – but also think it 
is a fairer proposition.

I also think it is worth noting that I have the vast majority of my investable assets in the fund. This is very 
different than most mutual funds. The percentage of mutual fund managers who are not invested in the 
funds they manage is shockingly high. The last statistic that I saw was over 40% of mutual fund managers 
were not personally invested in their funds, and less than 10% had an investment of $1 million or more.

I think it is also worth noting that my wife, parents, in-laws, an uncle, my college roommate, the best man 
at my wedding, a mentor, two former bosses, and a neighbor are all in the fund. It has grown beyond 
friends and family, but I have interacted with all of my limited partners on some level. This is not an anon-
ymous pool of capital.

VW

I DON’T TAKE A MANAGEMENT FEE. I DO EARN 
AN INCENTIVE FEE OF 25% ON RETURNS ABOVE 
6% WITH A HIGH WATER MARK. I LIKE TO SAY 
THAT I MAKE MONEY WITH MY INVESTORS, 
NOT OFF OF THEM.
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GREENHAVEN ROAD RETURNED 64% IN 2013, 23% IN 2014 AND IS UP 13.7% 
THROUGH JUNE. THE FUND HAS OUTPERFORMED THE MAJORITY OF ITS 
PEERS IN THE HEDGE FUND AND MUTUAL FUND UNIVERSE SINCE 2013. I 
KNOW IT’S A BROAD QUESTION, BUT WHAT WOULD YOU SAY IS 
GREENHAVEN’S SECRET TO SUCCESS?

SM: I think we have a couple of advantages. One that is rarely spoken of by others is our small size. War-
ren Buffett has a quote where he says, “Anybody who says size doesn’t hurt investment performance is 
selling.” Smaller funds have historically outperformed. The reality is that I can be both concentrated and 
invest in a sub $500 million companies. Larger funds have a smaller investable universe. If you are run-
ning $5 billion, a 1% position is $50 million. You just cannot invest in a $250 million company with no an-
alyst coverage in any meaningful way. For me, half of my portfolio right now is companies with sub $500 
million market caps. Institutional investors have career risk when they go with an emerging manager. 
Being the 200th limited partner in a $5 billion fund is “safe”. But the reality is large funds can only invest 
in large companies if they want any type of concentration. At Greenhaven Road, we have a lot more flexi-
bility and more options.

I also think my terms and investor base are an advantage for me. I have a one-year lockup, and an 
aligned group of investors. I spend a lot of time on my letters so that my investors understand what we 
own and why we own it. We don’t own a random lot of businesses. We own 15 business for specific rea-
sons. I want my investors to understand the why. It also helps that I am the largest investor in the fund, 
and my money is not going anywhere when we have a down year. My family broadly defined is approx-
imately ½ the fund -- I can invest with a three to five-year time horizon because of the stability I have. In 
the four-plus years of the fund, I have had only one redemption.

In August when the world was blowing up, many funds were holding hands of their LP’s convincing them 
that everything would be alright. My situation was far more positive. The only email I got from an investor 
was asking if he could nearly triple his investment in the fund. I was able to look for opportunities, not 
worry about redemptions. So from a structural perspective – small size, terms that are aligned with a long 
investment horizon, and a like-minded investor base are a great foundation. I would also like to think I 
have some aptitude for stock selection and have some genetic wiring that helps. I took a personality test 
and was told I am “comfortable holding an extremely divergent opinion” I think character trait is reflected 
in the portfolio. We don’t own the 15 sexiest companies that everybody else loves – and that is the way I 
like it.

VW
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HOW DO YOU GO ABOUT LOOKING FOR AN INVESTMENT AT GREENHAVEN, 
WHAT’S YOUR INVESTING PROCESS, WHAT MAKES YOU SAY, “YES, WE WANT 
TO INVEST” OR “NO, WE DON’T”?

SM: Like most investment managers, I spend a lot of time reading. In particular, I love fund managers’ in-
vestor letters. If there is ever a time for a fund manager to put a good foot forward and present their best 
ideas, it is in their fund letters. Some of my favorites are Jake Rosser at Coho Capital and Eric Gomberg 
at Dane Capital [interview coming soon]. Voss Capital, Arlington Value, are great as well. The Value Walk 
daily email is also a very helpful source of letters. I scan it every day. Another place I go every day is Val-
ue Investor Club. The discussion and quality is the best I have seen on the internet. I also have a pretty 
good collection of blogs and people on Twitter Inc (NYSE:TWTR) to follow. These varied sources provide a 
steady flow of quality ideas.

I typically start getting to know a company by looking at the investor presentation – which is the company 
trying to present itself in the most favorable light possible. If even that is not interesting, it is unlikely that 
other pieces of the process will win me over. The second stop is typically CEO letters. I love to read 5 or 
10 of them if they are available. They provide a sense of challenges, opportunity and a history of execu-
tion on key priorities. You can also generally track key metrics and how the company has done over time. 
Conference call transcripts are helpful to see both how the company is viewing the future as well as to 
understand what the sell-side analysts are focused on.

I then start to focus on insider ownership, recurring revenue, expanding margins, competitive landscape, 
the value proposition for the customer and valuation. I also try and articulate why the situation exists? 
Why is the company undervalued? What do I see that the market is not? What fear do I think the market 
is overblowing and why? I have a couple of checklists that I run through that date back to my private eq-
uity experience. In particular looking closely at the product, market, team, and execution risk – really just 
getting comfortable with how good a business it is. This process of making a decision can take a day or a 
month, but I have a very good sense if a company is a very likely or very unlikely investment in under 30 
minutes. Given I only make a few investments a year, I end up with a huge, “too hard” pile – which is for 
opportunities that could be good – but I just cannot get there.

SO FROM A STRUCTURAL PERSPECTIVE – 
SMALL SIZE, TERMS THAT ARE ALIGNED 
WITH A LONG INVESTMENT HORIZON, AND A 
LIKE-MINDED INVESTOR BASE ARE A GREAT 
FOUNDATION.”

“
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HOW DO YOU APPROACH VALUATION, AND WHAT TYPE OF RETURNS 
DO YOU TARGET?

SM: Valuation is the last piece that I look at closely, and I don’t have a strict number I am looking for. I like 
quirky and off the beaten path situations. Often, the reported GAAP numbers are misleading which helps 
to create the opportunity and muddies the valuation picture. At a high level, I want to have a chance at 
50-100% returns in a couple of years. I am not looking for a company that trades at 9 times earnings 
when peers trade at 10 times earnings. Given that I just need a couple of ideas a year, I want something 
more compelling than that. I think I will also ascribe value where others may not.

 For example, I owned a company Rally Software, where I think I appreciated the core customer base 
that was growing every year – more than most investors. International Business Machines Corp. (NY-
SE:IBM) has since bought the company, and I think shared my view. Sometimes patents, or spectrum, or 
real estate that has been owned for decades can be materially undervalued on the financial statements. 
I try and make those adjustments. I also try to have a mix of types of value in the portfolio. This is my 
life savings; I don’t just want insurance companies trading below book value and buying back stock, like 
American International Group Inc (NYSE:AIG). I don’t just want companies trading significantly below their 
liquidation value like JW Mays. My favorite companies are quality growing businesses with high free cash 
flow yields and reasonable balance sheets. Those are hard to find right now, so we look off the beaten 
path for misunderstood companies.

WHAT IS THE TYPICAL TIMEFRAME THAT YOU ARE THINKING ABOUT WHEN 
YOU LOOK AT AN INVESTMENT OPPORTUNITY?
 

SM: My portfolio is split. About half of the portfolio is high-quality companies that I believe have real 
advantages and long runways for growth that can compound over multiple years. I have a five to ten-
year time horizon for those investments. I monitor these companies – but I have a very, very, long time 
horizon. It is a buy, hold, and almost forget about. The longest I have owned a stock in my life is fifteen 
years and counting. The other half of the portfolio is more of the Joel Greenblatt special situation types of 
investments such as spinoffs and rights offerings. Situations that are more fluid where an individual can 
have an informational or analytical advantage. The time frame on these is typically six months to three 
years. It was not intentional, but this portfolio structure mirrors the early Warren Buffett partnerships. He 
called his quality companies “Generals” and his special situations “Workouts”.

VW
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AS A VALUE-FOCUSED FUND, DOES A COMPANY’S GROWTH PROSPECTS 
FACTOR INTO YOUR ANALYSIS?

SM: Growth and quality are large factors in my analysis. In my last letter, I went into a fair amount of de-
tail on Interactive Brokers. It is over 80% insider owned by an entrepreneur who came to the U.S. virtu-
ally penniless. Interactive Brokers has the lowest pricing relative to their peers but the highest margins. 
Think about that for a minute. Something is going on there. They are not just making it up on volume. 
They have a different cost structure than their peers. Their systems are more automated, they have no 
branches, and they have a more active customer base. Their system scales well as it is software based. 
Incremental volume is incredibly profitable. The company is not cheap on historical earnings. However, 
they are adding accounts at more than 1% per month. They have very low market penetration. This is a 
business that can grow revenues and earnings for a long, long time. Interactive Brokers is not cheap if 
you look at current price to book or price to earnings. In fact, it trades at over 15 times earnings a year 
out but I think we are doing to do quite well as they grow their tiny market share. If there were not a long 
runway for growth with Interactive Brokers, we would not own it at these prices.

Another company that we own is a Canadian software company Halogen software. They are in growth 
mode. On any PE or EBITDA basis they look expensive – some might even say uninvestable for value guys. 
Graham would have passed in about one second. However, if you peel the onion back, the company has 
a very attractive economic model. Their lifetime value of a customer is very high. They are managing the 
company to break even. They are spending every extra dollar to acquire new customers. Over the long 
term, this is the rational way to run the business. New clients are profitable over their lifetime – get more 
of them. In the short term over 40% of revenue is being spent on sales and marketing. This is yielding 
growth of 15%-20% per year. The company could be immediately profitable if it decided not to grow as 
quickly. Given that the customers they are adding will be very profitable over time – their growth strategy 
is very attractive and critical to the purchase decision.

In the case of both Halogen and Interactive Brokers – these are not melting ice cube businesses that are 
slowly disappearing. They are healthy growing companies for which I rather pay up a little bit.

VW

I ALSO THINK IT IS WORTH NOTING THAT I HAVE 
THE VAST MAJORITY OF MY INVESTABLE ASSETS 
IN THE FUND. THIS IS VERY DIFFERENT THAN 
MOST MUTUAL FUNDS. 
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WOULD YOU MIND SHARING SOME OF YOUR CURRENT HOLDINGS, OR 
PERHAPS YOUR HIGHEST CONVICTION IDEA?

SM: My largest position is Fortress Investment Group LLC (NYSE:FIG) Group. I have been involved for 
several years as I think private equity asset management is a wonderful business. I have been adding 
meaningfully to the position as the price has decreased this year. It is down this year on the order of 30%, 
and I respectfully disagree with Mr. Market. The last shares I bought were at $5.15 – it has been bouncing 
around. Let’s use $5.50 as the current price. Fortress is an asset manager; they have several lines of busi-
ness including Private Equity, Hedge Funds, Credit Funds, and Fixed Income. This $5.50 stock has $2.87 
per share in cash and investments and a little under $1 in embedded incentive fees that they have not 
realized yet – but could. This embedded incentive fee number is net of compensation and taxes. So we 
have close to $4 in cash, investments, and embedded incentive fees on a $5.50 stock. We are paying un-
der $2.00 per share for the operating business net of the assets described above. There are less than 500 
million shares outstanding – so we are paying less than $1 billion for $70 billion + in assets under man-
agement and another $10 billion in callable assets. Several of the funds they manage are underwater so 
certain funds will not earn performance fees – but the company generates very stable management fees. 
The run rate distributable earnings are 84 cents on a $5.50 stock and a sub $2 stub. The core dividend 
of 32 cents is beyond safe, so we are getting some compensation for waiting. The company is over 50% 
insider owned, so incentives are aligned here. I would argue that the business is in pretty good health 
(i.e. not down 30% for the year). They have had a lot of success raising permanent capital for the Private 
Equity business. One of the only businesses that is better than private equity is permanent capital private 
equity. I could go on for pages. I probably will in my next investor letter – but suffice it to say, I think we 
have an asymmetric opportunity with limited downside and substantial upside. There are many ways the 
shares double from here.

OVER THE PAST FOUR OR FIVE WEEKS, THE MARKETS HAVE BECOME 
EXTREMELY VOLATILE. HOW HAS GREENHAVEN REACTED TO THIS, HAVE 
YOU ADOPTED A MORE CAUTIOUS APPROACH BY TAKING MONEY OFF THE 
TABLE, OR ARE YOU STILL BUYING?

SM: I am low turnover, so most days we buy and sell nothing. However, volatility does create opportuni-
ties. I have tried to upgrade the quality of the portfolio. I effectively sold out of what I thought were the 
weakest 1-2 names and put more money into the highest conviction names like Fortress and Interactive 
Brokers.

VW
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WHAT’S BEEN THE BIGGEST MISTAKE OF YOUR INVESTING CAREER SO FAR?

SM: This is a humbling passion, so there have been many mistakes. I wish I had started the fund earli-
er. I had a cousin who tried to get me just to open the doors. I thought launching would be harder and 
more expensive than it was. I just dragged my feet. Let’s just say I wish the 2009 and 2010 numbers were 
included in the fund’s track record. On the individual stock basis – I got burned by Pinnacle Airlines, which 
went bankrupt and was a permanent loss of capital. I underestimated two factors with Pinnacle Airlines. 
The first is the board and management barely owned any stock. A decision to go into bankruptcy kept 
the company in the community and kept jobs that were seemingly a large motivation for the board and 
senior management (rightfully so) but I really don’t think they did everything they could to protect the or-
dinary shareholders like Greenhaven Road. One of the first things I do in researching any company now 
is to look at the insider ownership.

Pinnacle Airlines also had a customer concentration issue that I underestimated. They were beholden to 
one major airline that provided something like 85% of revenue. It was not a healthy supplier relationship. 
Given the weakness of their balance sheet when their customer wanted to renegotiate their 10-year con-
tract and made a series of threats – the company was in a weak negotiating position. I will make different 
mistakes going forward, but I definitely have a greater appreciation for insider ownership and customer 
concentration than I did before.

AND LASTLY HOW CAN OUR READERS FIND OUT MORE 
ABOUT GREENHAVEN ROAD?

SM: Under US law, my investors need to be accredited which means an investable net worth of at least $1 
million excluding the value of their home, so the fund is not appropriate for most people. We do have a 
website www.greenhavenroad.com that has several old investor letters. Those letters are the best way to 
see if my approach resonates with a potential investor. If the letters resonate, there is a form on the site 
to fill out to get a presentation and more information. We don’t do any outbound marketing or confer-
ences or hire consultants. I am not trying to attract performance chasers. I want long-term partners who 
are content hearing from me once a quarter and content knowing that I have way more invested than 
they do.

Rupert may hold positions in one or more of the companies mentioned in this article. You can find a full list of 
Rupert’s positions on his blog. This should not be interpreted as investment advice, or a recommendation to buy 
or sell securities. You should make your own decisions and seek independent professional advice before doing 
so. Past performance is not a guide to future performance.
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DISCLAIMER
This document, which is being provided on a confidential basis, shall not constitute an offer to sell or the solici-
tation of any offer to buy which may only be made at the time a qualified offeree receives a confidential private 
offering memorandum (“CPOM”) / confidential explanatory memorandum (“CEM”), which contains important 
information (including investment objective, policies, risk factors, fees, tax implications and relevant qualifi-
cations), and only in those jurisdictions where permitted by law. In the case of any inconsistency between the 
descriptions or terms in this document and the CPOM/CEM, the CPOM/CEM shall control. These securities shall 
not be offered or sold in any jurisdiction in which such offer, solicitation or sale would be unlawful until the re-
quirements of the laws of such jurisdiction have been satisfied. This document is not intended for public use or 
distribution. While all the information prepared in this document is believed to be accurate, Greenhaven Road 
Capital Fund 1 LP and MVM Funds 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/partnership is speculative and involves a high degree of risk. Opportunities for with-
drawal/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 general partner/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. An investor should not make an investment, unless it is prepared to lose all or a substan-
tial 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 out-
looks 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 perfor-
mance of the fund/partnership. Any projections, outlooks or assumptions should not be construed to be indica-
tive 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 Greenhaven Road Capital Fund 1 LP and MVM Funds. The information in this materi-
al 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 Greenhaven Road Capital Fund 1 LP 
and MVM Funds, which are subject to change and which Greenhaven Road Capital Fund 1 LP and MVM Funds 
do not undertake to update. Due to, among other things, the volatile nature of the markets, an investment in 
the fund/partnership may only be suitable for certain investors. Parties should independently investigate any in-
vestment strategy or manager, and should consult with qualified investment, legal and tax professionals before 
making any investment. 

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

The S&P 500 and Russell 2000 are indices of US equities. They are included for informational purposes only and 
may not be representative of the type of investments made 
by the fund.


