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Traditional Value Investor Bias

“If you want to have a better performance than the
crowd, you must do things differently from the crowd.”

Sir John Templeton
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Investing 

Checklist

❑ Is this company cyclical?

❑ Is the business tied to commodity prices?

❑ Is the balance sheet levered?



What Makes Us Different

Behavioral Edge
We take a longer-term view and                                                                                                  

have the ability to tolerate market swings. 

Leads Us To

Our behavioral edge comes from our ability to tolerate market volatility. As a result, our investment process

concentrates on understanding the long-term normalized earning power of a business well before the “investing

herd” gains interest.

Analytical Edge

Within the context of a longer-term 
perspective and 30+ years of experience, 
we have the ability to develop a different 

conclusion than that of the market.           

Informational Edge

Our network of industry relationships, 
focus on deep primary research, and 

experience serving on company boards, 
provides us with more pieces for 
building our information mosaic.
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Capital Cycle:  Real-Time Case Study

Source: Federal Reserve Bank of St. Louis, Robotti & Company Advisors Estimates Page 4



2010 – 2019:  A Unique Decade

• Weakest recovery of all-time, so weak it was the only decade

without a recession.

➢ Government intervention led to the lowest interest rate

environment in recorded history.

➢ While 2020 was different than any year of our lifetime,

economics and securities markets continued their decade(s)

long trend.

• Is this the mythical “New Normal?”

➢ Have governments finally figured out how to

eliminate inflation?

➢ Interest rates appear to be poised to stay ultra low

forever. Will they?
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A Map of the Homebuilding Industry
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Source: Robotti & Company Advisors



Builders FirstSource, Inc. (BLDR)

➢ Builders FirstSource is a leading

supplier of building products,

prefabricated components and

value-added services primarily

for new residential construction

and repair & remodeling.

Source: Builders FirstSource 10K, S&P CapitalIQ

Prices as of 1/12/21 in $ millions (except share price)
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➢ With the second largest North American LBM distribution network serving

the professional market BLDR benefits from regional economies of scale.

➢ After a period of industry consolidation, expense reduction and balance sheet

improvement BLDR is poised to benefit from the reversion of single family

home starts to a normal level.

➢ We believe BLDR trades at a low single-digit multiple of normalized

earnings power.



Understanding the Value of Capital Cycles

Economic cycles resemble Schumpeter’s 

process of creative destruction.

New entrants 
attracted by prospect 

of high returns: 
Investors Optimistic

Rising competition 
causes returns to fall 
below cost of capital: 

Share Price 
Underperforms

Business investment 
declines, industry 

consolidation, firms 
exit:

Investors Pessimistic

Improving supply side 
causes returns to rise 
above cost of capital: 

Share Price 
Outperforms

Source: Capital Returns, Edward Chancellor, editor (2015)
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“A business which sells at a

premium does so because it earns a

large return upon its capital; this

large return attracts competition; and

generally speaking, it is not likely to

continue indefinitely. Conversely in

the case of a business selling at a

large discount because of

abnormally low earnings. The

absence of new competition, the

withdrawal of old competition from

the field, and other natural economic

forces should tend eventually to

improve the situation and restore

normal rate of profit on the

investment.”

Security Analysis (1934)
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Cyclical Downturns:  A Bumpy, Yet Cathartic Ride

• Poor competitors go out of business 

or are acquired

• Consolidation

• Recapitalization

• Elimination of unprofitable assets

• Strong competitors take advantage of 

undervalued opportunities



Consolidation Continues:  Competitive Landscape 2015
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• The 2015 ProBuild Acquisition created ~$100 million of synergies 

through procurement savings, general & administrative cost reductions 

and network consolidation. 

• With its leading network of distribution facilities BLDR is able to benefit 

from regional economies of scale.

Builders FirstSource is ~50x 

larger than the average 

remaining top 100 pro dealers. 

Source: Builders FirstSource Q4 2016 Results Presentation



Q3 2020: BLDR + BMC = Four Competitors Become One
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Source: Builders FirstSource, BMC M&A Presentation, 8/27/20 



Transformative Acquisition:  Competitive Landscape 2021

Source: Builders FirstSource, BMC M&A Presentation, 8/27/20 
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Industry Consolidation

Source: Builders FirstSource 1Q 2009, Imperial Capital Conference 9/15/10
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Active Engagement Provides Deeper View of an Industry
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• Norbord is the world’s largest producer

of oriented strand board (OSB) with 14

mills in North America and 3 mills in

the UK and Europe.

• As the leading low-cost producer

Norbord is well positioned to take

advantage of the North America’s

continued housing recovery.

• A focus on value-added and specialty

products, favorable geographic

exposure and a history of prudent

capital allocation.

• A period of industry consolidation has

created favorable supply / demand

dynamics that will allow for a period

of above average free cash flow

generation.

Norbord, Inc. (TSX:OSB / NYSE:OSB) 

Source: Norbord Financial Statements, S&P Capital IQ
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(in USD as of 1/12/21)

Source: Norbord Q3 2020 Investor Presentation, S&P Capital IQ



Cyclical Downturns:  A Cathartic Process

In 2002 the top 5 North American Producers 

accounted for 69% of North American Capacity.  

Pre-Housing Crisis (~2006):

• 11 OSB producers in North America 

• Top 5 = 74% market share

Today:

• 9 OSB producers in North America

• Top 5 = 84% market share

• (Top 6 = 92% market share)

Herfindahl-Hirschman Index (HHI)

Pre-Housing Crisis HHI: 1,382

2017 HHI: 1,722
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Source: Norbord Q3 2020 Investor Presentation



Understanding the Capital Cycle
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New entrants attracted by 
prospect of high returns: 

Investors Optimistic

Source: Norbord Q2 2017 Investor Presentation



North American OSB Stated Capacity of 27 Bsf
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Source: Norbord Q4 2019 Earnings Presentation



North American Benchmark OSB Prices
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Source: Norbord Q3 2020 Investor Presentation

Year end OSB Benchmark Price = $680!!!



West Fraser Acquires Norbord
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Source: Interfor Q3 2020 Presentation

• On November 19th, 2020 West Fraser, a

diversified wood products company, made

an all-stock offer to acquire Norbord in a

transaction that will value the company at

$37.78 per share. The deal should close in

Q1 2021.



Additional Underlying Shifts:  Specialty OSB

Source: Norbord Investor Day & Mill Tour Presentation – Joanna, SC, 3/2/17, Norbord Q3 2020 Investor Presentation
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• Reduced dependence on new home

construction

• Increased supply absorption means

higher capacity utilization without

any new growth in core

homebuilding market

• More predictable, stable margins

over business cycle

• Number 2 industry participant

converting OSB plants to grow

specialty siding business further

reducing capacity



Additional Underlying Improvements: Repair & Remodel
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Source: Canfor Corp Presentation, December 2020
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Source: Weyerhauser Investor Meetings, 12/15/20

Long-Term Growth in U.S. Housing
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Long-Term Growth in U.S. Housing

Source: Weyerhauser Investor Meetings, 12/15/20
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Source: NAHB

Catharsis + New Trends + Demand Boom = Lollapalooza!
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Single Family Housing Starts

• September 2020 
Single -Family 
Starts of 1.415 mm 
highest since 2011



The New Builders FirstSource

➢ Builders FirstSource is a leading

supplier of building products,

prefabricated components and

value-added services primarily

for new residential construction

and repair & remodeling.

Source: Builders FirstSource 10K, S&P CapitalIQ

Prices as of 1/12/21 in $ millions (except share price)
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➢ With the second largest North American LBM distribution network serving

the professional market BLDR benefits from regional economies of scale.

➢ After a period of industry consolidation, expense reduction and balance sheet

improvement BLDR is poised to benefit from the reversion of single family

home starts to a normal level.

➢ We believe BLDR trades at a low single-digit multiple of normalized

earnings power.



Ugly, Cheap and Out of Favor 
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Source:  S&P Capital IQ



Range of Intrinsic Value:  Valuation is Key!
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EBITDA Estimate (10x EV / EBITDA multiple)

Share Price Margin of Safety

Source: Robotti & Company Advisors Estimates



Disclosure: Ownership Information

Disclosures

Builders 

FiirstSource

(BLDR)

Norbord, Inc.

(TSX:OSB 

NYSE: OSB)

West Fraser 

(TSX:WFT)

Bob Robotti and/or members of his household 

has a financial interest in the following 

securities

Yes Yes No

Robotti & Company or its affiliates 

beneficially own common equity of the 

following securities

Yes Yes No

Robotti & Company or its affiliates 

beneficially own 1% or more of any class of 

common equity of the following securities

Yes No No

Bob Robotti serves as a Director or Officer or 

Advisory Board Member of the following 

securities

No No No

Disclaimer: Analyst Compensation: While this report is not a research report of any broker or dealer, compensation of analysts of the Firm is

based on: (1) the analyst’s productivity, including the quality of the analyst’s research and the analyst’s contribution to the growth and

development of our overall research effort; (2) ratings and direct feedback from our investing clients, our sales force and from independent

rating services. The Firm’s management is responsible for establishing these compensation guidelines and for reviewing and approving

compensation. Analyst contribution (if any) to the investment banking business of any affiliate of the Firm is not a factor in determining his/her

compensation for either entity and compensation is not, directly or indirectly, related to the specific recommendations or views expressed in the

report.

Analyst Certification: The author certifies that the views expressed in this financial model accurately reflect his personal views about the subject

securities or issuers and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations

or views contained in this presentation. The author, from time to time, may have long or short positions in, and buy or sell, the securities, or

derivatives (including options) thereof, of companies mentioned herein. This is not a complete analysis of every material fact regarding any

company, industry or security.



Disclaimer

Robotti & Company Advisors, LLC (the “Firm”) is not providing investment advice through this material. This presentation is provided for

informational purpose only as an illustration of the firm’s investment philosophy and shall not be considered investment advice or a

recommendation or solicitation to buy or sell any securities discussed herein, and does not contain enough information to be considered a

recommendation or a research report.

As of the date of this presentation the firm continues to own the securities discussed herein. These opinions are not intended to be a forecast of

future events, a guarantee of future results, or investment advice. Past performance is not indicative of future results, and no representation or

warranty, express or implied, is made regarding future performance.

Robotti & Company Advisors, LLC or its affiliates may engage in securities transactions that are inconsistent with this communication and may

have long or short positions in such securities. The information and any opinions contained herein are as of the date of this material, and the firm

does not undertake any obligation to update them.

This material does not take into account individual client circumstances, objectives, or needs and is not intended as a recommendation to any person

who is not a client of the firm. Securities, financial instruments, products or strategies mentioned in this material may not be suitable for all

investors. The Firm does not provide tax advice. Investors should seek tax advice based on their particular circumstances from an independent tax

advisor.

In reaching a determination as to the appropriateness of any proposed transaction or strategy, clients should undertake a thorough independent

review of the legal, regulatory, credit, accounting and economic consequences of such transaction in relation to their particular circumstances and

make their own independent decisions. By virtue of this publication, neither the Firm nor any of its employees shall be responsible for any

investment decision.

This confidential presentation contains information that has been compiled, by the Firm, from sources believed to be reliable; however, there can be

no guarantee as to the accuracy or completeness of such information. It also contains statements, estimates and projections made by various third

party companies with respect to their historical and projected performance. There can be no assurance that such statements, estimates and

projections will be realized and actual results may vary materially from those indicated. Further, in any case, the Firm does not represent nor is

affiliated with any of the third party companies and other entities named and makes no representations as to the reasonableness of such assumptions

or the accuracy or completeness of the information contained herein. These materials are for the confidential use of only those persons to whom it

is transmitted.

This report may discuss numerous securities, some of which may not be qualified for sale in certain states and may therefore not be offered to

investors in such states. This document should not be construed as providing investment services. Investing in non-U.S. securities including ADRs

involves significant risks such as fluctuation of exchange rates that may have adverse effects on the value or price of income derived from the

security. Securities of some foreign companies may be less liquid and prices more volatile than securities of U.S. companies. Securities of non-U.S.

issuers may not be registered with or subject to Securities and Exchange Commission reporting requirements; therefore, information regarding such

issuers may be limited.



Questions

Bob Robotti
ir@robotti.com

Robotti & Company Advisors, LLC

60 East 42nd Street

31st Floor

New York, NY 10065

+1 212 986 4800


