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Firmwide OverviewFirmwide Overview

• Saddle Peak Asset Management, a SEC Registered Investment Advisor, founded by 
Douglas Grey in 2005

– Previously at Pacific Financial Research, Mr. Grey managed over $17 billion and was named 
Morningstar Fund Manager of the Year in 2000 along with the Clipper Fund’s portfolio 
managers.

• Substantial majority of Portfolio Manager’s net worth (over $25 million) invested in 
the Fund 

• Hedge Fund
• Classic Value Equity Style

• Buy with a margin of safety
• Sell at Intrinsic Value
• Concentrate on Best Ideas

• Four-year track record with annualized net return of 11.56% 
– vs. same period S&P 500 annualized return of -1.18%
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BiographyBiography

Douglas W. Grey

Founder / Partner

Before founding Saddle Peak Asset Management, LLC, Mr. Grey was a Portfolio Manager at Pacific Financial 
Research.  He was one of the co-managers of the Clipper Focus Fund with the responsibility for rebalancing the 
portfolio.  At his departure the fund had grown to $17.7 billion.  In the year 2000, he shared Morningstar 
Manager of the Year honors with the other Clipper Fund’s portfolio managers.  His institutional accounts varied 
from major US corporations to college endowments to private families.  The accounts had a long duration with 
Pacific Financial Research and inception dates back to 1990 and the late eighties.  The accounts varied from 
discretionary balanced accounts to fully invested all equity accounts. Mr. Grey is known for his passion for 
value investing and has taught the Investment course at Pepperdine University.  From his start at Pacific 
Financial Research in 1986 until his departure in 2005, Pacific Financial Research had grown from just over $1 
billion to $17.7 billion.  He believes client’s absolute return is the foundation of success.  Mr. Grey’s educational 
background includes an MBA from the University of Chicago and undergraduate majors in Mechanical and 
Materials Engineering and Economics (Vanderbilt University).
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Hedge Summary
As of December 31, 2009

INVESTMENT OBJECTIVE 
Saddle Peak Asset Management, LLC seeks absolute returns
through a focused portfolio of investments in which we place time on
our side through patience and quality research. The investment
process is value -oriented and biased toward long positions. The
objective is to acquire  positions in undervalued companies where the
value of the company’s  assets and/or earning power are not 
accurately reflected by the company’s  current market price. 

PORTFOLIO MANAGER
Douglas W. Grey

4.27%Goldman Sachs (GS)

4.36%Ducommun (DCO)

4.55%Speedway Motorsports (TRK)

5.96%Starbucks (SBUX)

6.27%Intel (INTC)

7.61%Coca-Cola (KO)

8.56%Pepsi (PEP)

8.58%Wal-Mart (WMT)

9.82%American Express (AXP)

13.87%Cymer Inc. (CYMI)

2.10%Dividend Yield

18.34%5 yr ROE

4.37%Earnings Growth Past 5 yrs

3.33xP/B

125.35xP/E (TTM)

331.07BWeighted Avg. Cap.

37.77BMedian Cap.

19Number of Holdings

CHARACTERISTICS

SECTOR & MARKET CAP WEIGHTS

HEDGE PERFORMANCE HISTORY

MAJORITY HOLDINGS

PERFORMANCE

The S&P 500 Index is an unmanaged, capitalization-weighted index of the common stocks of 500 major US corporations. The performance information provided herein is historic and should not be taken as any indication of future performance.  

Future investments will be made under different economic conditions and may be made in different securities using different investment strategies.
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Asset AllocationAsset Allocation

Saddle Peak (the “Fund”) is a separately managed fund of Saddle Peak Asset Management, LLC.

*Note: “( )” states we were on margin

**Calls are generally In The Money. They are contracts that have one or more years until expiration at purchase.

100%80.38%0%46.87%33.51%19.62%9/30/2009
100%87.3%0%48.0%39.3%12.7%6/30/2009

100%81.91%1.45%47.25%36.11%15.18%12/31/2009

TotalNet ExposurePuts**CallsEquityCashAs of Date
100%81.9%2.5%0.0%84.5%13.1%3/31/2006
100%86.7%2.7%0.0%89.4%7.9%6/30/2006
100%90.5%2.4%9.6%83.3%4.7%9/30/2006
100%79.0%3.2%10.8%71.4%14.6%12/31/2006
100%72.0%7.4%9.2%70.2%13.2%3/31/2007
100%71.3%4.8%16.7%59.4%19.1%6/30/2007
100%79.0%3.8%17.7%65.2%13.4%9/30/2007
100%74.4%3.9%9.6%68.7%17.8%12/31/2007
100%81.5%2.5%12.6%71.4%13.5%3/31/2008
100%78.5%3.1%21.3%60.2%15.4%6/30/2008
100%97.3%0%32.1%65.2%2.7%9/30/2008
100%99.1%0%36.8%62.3%0.9%12/31/2008
131%114.7%0%52.6%63.6%*(14.9%)3/31/2009

Saddle Peak (the Saddle Peak (the ““FundFund””) ) 
Quarterly Asset Allocation (December 31, 2009)Quarterly Asset Allocation (December 31, 2009)

13



8

14.63

19.47

6.65

11.64
24.99

22.62

Cons. Discretionary

Consumer Staples

Financials

Industrials

Info. Technology

Liquid Assets

INVESTMENT OBJECTIVE 
Saddle Peak Asset Management, LLC seeks absolute returns
through a focused portfolio of investments in which we place time on
our side through patience and quality research. The investment
process is value -oriented and biased toward long positions. The
objective is to acquire  positions in undervalued companies where the
value of the company’s  assets and/or earning power are not 
accurately reflected by the company’s  current market price. 

PORTFOLIO MANAGER
Douglas W. Grey

3.40%Goldman Sachs (GS)

3.41%MI Development Inc (MIM)

4.02%McDonalds (MCD)

4.73%Wal-Mart Stores (WMT)

5.28%Coca-Cola (KO)

6.17%Speedway Motorsports (TRK) 

6.61%Pepsi (PEP)

8.66%Ducommun (DCO)

9.20%Intel (INTC)

14.06%Cymer Inc. (CYMI)

2.19%Dividend Yield

17.41%5 yr ROE

3.99%Earnings Growth Past 5 yrs

4.12xP/B

22.70xP/E (TTM)

61.06BWeighted Avg. Cap.

38.60BMedian Cap.

16Number of Holdings

CHARACTERISTICS

SECTOR & MARKET CAP WEIGHTS

LONG ONLY PERFORMANCE HISTORY

MAJORITY HOLDINGS

PERFORMANCE

The S&P 500 Index is an unmanaged, capitalization-weighted index of the common stocks of 500 major US corporations. The performance information provided herein is historic and should not be taken as any indication of future performance.  

Future investments will be made under different economic conditions and may be made in different securities using different investment strategies.
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Long-Only Summary
As of December 31, 2009
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Investment PhilosophyInvestment Philosophy

•We are long term fundamental value investors that seek good absolute returns through a focused 
portfolio of value-oriented, multi-capitalization investments. 

•We seek undervalued companies whose intrinsic value is not accurately reflected in current share 
prices.

•The main focus is on those companies in which we can derive discounts to intrinsic value. Over a long 
duration, most if not all sectors and their industries will provide an opportunity for undervalued 
companies. 

•In Summary:  Saddle Peak is unique in the long-short world for its fundamental long term value 
investing. Our results to date show a glimpse of our value added. 

6
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Investment DecisionInvestment Decision--Making ProcessMaking Process

• Saddle Peak will generally consider all companies with market caps of $100 million or 
greater, both domestic and foreign.

• Intrinsic value of companies is derived through a variety of screening techniques; which 
includes:

– Free Cash Flow
– Dividend Discount Modeling
– Earnings Predictability
– Management Quality
– P/E Ratio

• We only initiate a position if the company’s current share price is at least 20% 
discounted to that intrinsic value

• Generally speaking, Saddle Peak will start selling a security when its share price 
achieves 90-95% of intrinsic value. At 100% of intrinsic value, we are disciplined in 
selling the entire position.

7
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Portfolio ConstructionPortfolio Construction

• Saddle Peak’s individual weightings in any investment will vary from 1-15% of the overall 
portfolio. Its initial positions will vary depending on the discount to intrinsic value and the 
risk profile of the company.

• Oftentimes, we will initiate a position with a relatively small weighting and add to that 
weighting as the stock becomes progressively cheaper.

• We generally will not own more than 20-30 companies at any one time

• We may invest in any market capitalizations but generally will not go below $100 million due 
to liquidity reasons.

8
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Risk ManagementRisk Management

• Saddle Peak’s goal is to generate an extremely low-risk portfolio

• By purchasing each investment 20% of its intrinsic value will create an effective “margin of 
safety”

• We do not use any stop losses. If any investment reduces exceptionally in price, the portfolio 
manager will re-evaluate its intrinsic value and determine the most efficient weighting for that 
position.

• We also focus on worst-case scenarios for each security analyzed and factor that into every 
stock purchase

9
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Firm OrganizationFirm Organization

18

Research

Josh Lipman - Analyst

Partner / COO

Scott H. Morris

Legal Counsel

Jim Grand, Securities Law Group LLP 

Auditors

Spicer Jefferies

Saddle Peak Asset Management LLC – Executive Management

Trading 

Rad Nakama

Prime Broker / Custodian

J.P. Morgan
Jefferies & Company

Goldman Sachs

Administrator

BGT Consulting

GIPS Verification

Ashland Partners & Company LLP

Partner /  Portfolio Manager

Douglas W. Grey

Independent Service Providers
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The Long-Short Composite is comprised of discretionary, fee paying, pool of assets.  The principal investments for the Hedge strategy are U.S. common stocks, options and 
options on broad-based indices.  The investment process is a concentrated multi-cap strategy.  The strategy seeks to acquire positions in undervalued companies where, in the 
Adviser’s opinion, the value of the company’s assets and/or earning power are not accurately reflected by the company’s current market price. In declining markets or as 
otherwise deemed appropriate by the General Partner, the Partnership may engage in short selling and purchase put options on individual stocks, market indices and industries 
to offset long equity positions.  The fund is measured against the S&P 500 Index (Total Return).

Saddle Peak Asset Management, LLC has prepared and presented this report in compliance with the Global Investment Performance Standards (GIPS®).

Saddle Peak Asset Management, LLC is an independent registered investment adviser.  The firm maintains a complete list and description of composites, which is available 
upon request.

Results are based on fully discretionary accounts under management, including those accounts no longer with the firm.  Past performance is not indicative of future results.

The U.S. Dollar is the currency used to express performance.  Returns are presented gross and net of management fees and include the reinvestment of all income. Gross-of-
fees performance returns are presented before management and custodial fees but after all trading expenses. Net returns are reduced by all fees (including the investment 
management fee as detailed herein) and transaction cost incurred. The annual composite dispersion presented is an asset-weighted standard deviation calculated for the 
accounts in the composite the entire year.  Additional information regarding the policies for calculating and reporting returns is available upon request.

The investment management fee schedule for the composite is 1% on the first $5,000,000, 0.90% on the next $5,000,000, 0.80% on the next $5,000,000, and 0.70% on the 
remainder.  Additionally there is a 20% incentive fee above the high water mark. Actual investment advisory fees incurred by clients may vary.

The Hedge Fund was created January 3, 2006.  Saddle Peak Asset Management, LLC’s compliance with the GIPS standards has been verified for the period January 1, 2006 
through June 30, 2009 by Ashland Partners & Company LLP. A copy of the verification report is available upon request.

-37.00%-28.79%-28.14%116.2182008

26.45%96.80%111.96%134.136.52009

-1.33%

17.35%

Composite 
Gross

5.49%-3.29%124.91172007    

15.81%12.05%125.8942006 (1)

S&P 500
(Total 

Return)

Composite
Net of Fees

Number of AccountsUSD
(millions)

Total Firm Assets
(millions)Year 

End

Annual Performance ReturnsHedge Fund Assets

(1) Results shown for the year 2006 represent partial period performance from January 3, 2006 through December 31, 2006.

SADDLE PEAK ASSET MANAGEMENT, LLC
LONG-SHORT COMPOSITE

FULL DISCLOSURE PRESENTATION
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SADDLE PEAK ASSET MANAGEMENT, LLC
LONG-ONLY COMPOSITE

FULL DISCLOSURE PRESENTATION

(1) Results shown for the year 2006 represent partial period performance from February 1, 2006 through December 31, 2006.
(2) Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year.

The Long-Only Composite is comprised of discretionary, fee paying, equity only accounts. The principal investments for the Long-Only strategy are U.S. common stocks.  
The investment process is a concentrated multi-cap strategy.  The strategy seeks to acquire positions in undervalued companies where, in the Adviser’s opinion, the value of 
the company’s assets and/or earning power are not accurately reflected by the company’s current market price.  The composite is measured against the S&P 500 (Total Return) 
and the Russell 3000 Value Indices.

Saddle Peak Asset Management, LLC has prepared and presented this report in compliance with the Global Investment Performance Standards (GIPS®).

Saddle Peak Asset Management, LLC is an independent registered investment adviser.  The firm maintains a complete list and description of composites, which is available 
upon request.

Results are based on fully discretionary accounts under management, including those accounts no longer with the firm.  Past performance is not indicative of future results.

The U.S. Dollar is the currency used to express performance.  Returns are presented gross and net of management fees and include the reinvestment of all income. Gross-of-

fees performance returns are presented before management and custodial fees but after all trading expenses. Prior to 06/30/08, gross returns are shown net of all wrap fees and 
gross of the investment management fee.  Wrap fees are based upon assets under management in accordance with the respective wrap sponsor.  In addition to brokerage 
commissions the wrap fee also includes portfolio monitoring, custodial and administrative services.  Net returns are reduced by all fees (including the investment management 
fee as detailed herein) and transaction cost incurred. The annual composite dispersion presented is an asset-weighted standard deviation calculated for the accounts in the 
composite the entire year.  Additional information regarding the policies for calculating and reporting returns is available upon request.

The investment management fee schedule for the composite is 1% on the first $5,000,000, 0.90% on the next $5,000,000, 0.80% on the next $5,000,000, and 0.70% on the 
remainder.  Actual investment advisory fees incurred by clients may vary.

The Long-Only Composite was created February 1, 2006.  Saddle Peak Asset Management, LLC’s compliance with the GIPS standards has been verified for the period 
January 1, 2006 through June 30, 2009 by Ashland Partners & Company LLP.  In addition, a performance examination was conducted on the Long-Only Composite beginning 
February 1, 2006.  A copy of the verification report is available upon request.

(2)-36.25%-37.00%-24.62%-23.85%Five or Fewer0%1182008

(2)19.76%26.45%71.49%73.22%Five or Fewer0%2.536.52009
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0.35%-1.01%5.49%-6.50%887.5%111172007    

(2)17.34%12.82%16.33%3197%60942006 (1)

Composite 
Dispersion

Russell 3000
Value

S&P 500
(Total Return)

Composite
Net

Number of 
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% of
Bundled Fees

USD
(millions)

Total Firm Assets
(millions)Year 

End

Annual Performance ReturnsComposite Assets
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1299 Ocean Avenue, Suite 313
Santa Monica, CA 90401

Tel: (310) 656-7630
Fax: (310) 656-7601

For additional information please contact:

Scott Morris
smorris@saddlepeakam.com

SADDLE PEAKSADDLE PEAK
ASSET MANAGEMENT, LLCASSET MANAGEMENT, LLC
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