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Important General Information

This report is merely an introduction to the investment strategies of the Orchard Capital Management, LLC.  It is not a complete description of the strategies. 

Before investing in an Orchard strategy, you should discuss strategy details and investment risk with our management team.  

Orchard Capital Management, LLC, claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this 

report in compliance with the GIPS standards. Orchard has been independently verified for the periods from July 1, 2007, to December 31, 2018.  Verification 

assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s 

policies and  procedures are designed to calculate and present performance in compliance with the GIPS standards. The Select Small Cap Value Strategy 

composite has been examined for the periods from July 1, 2007, to December 31, 2018. The verification and performance examination reports are available 

upon request. Orchard Capital Management, LLC is a registered investment advisor and a subsidiary of Orchard Value, LLC.  On July 1, 2015 assets were 

reorganized from the holding company Orchard Value, LLC to the newly formed subsidiary Orchard Capital Management, LLC.  Composite results are based 

on fully discretionary accounts under management. Past performance is not indicative of future results which may vary. This report is not a complete 

description of or recommendation to invest in the strategy.  There is no assurance the strategy will be profitable, achieve its objectives, be suitable for you, or 

not incur losses.  Some of the information herein has been obtained from third party sources.  We believe such information is reliable, however we have not in 

each case verified its accuracy or completeness.  Any opinions herein are as of the date of this report and are subject to change without notice.  A list of 

composite descriptions is available upon request.

This report contains certain information obtained from third parties. Orchard Capital believes such information to be reliable but assumes no verification 

obligation as to the information. The report is qualified in its entirety by the SEC Form ADV Part 2 of Orchard Capital Management, which is available from 

Orchard Capital Management.

This report contains forward-looking statements and information-statements related to future, not past, events. These statements may be identified by words 

such as "expects," "looks forward to," "anticipates," "intends," "plans," "believes," "seeks," "estimates," "will," "project" or words of similar meaning. Such 

statements are based on our current expectations and certain assumptions, and are therefore subject to certain risks and uncertainties. A variety of factors, 

many of which are beyond our control, affect our performance, investing strategy and results and could cause the actual results, performance or 

achievements to be materially different from any future results, performance or achievements that may be expressed or implied by such forward-looking 

statements.  We assume no obligation to update or revise these forward-looking statements in light of developments which differ from those anticipated.

This information is presented for informational purposes only and is not intended as an offer or sale of securities.  Past performance is not indicative of future 

results, which may vary.  The value of investments and the income derived from investments can go down as well as up.  Like all investments, an investment 

with Orchard Capital Management involves the risk of loss.  Investment products such as this are designed only for sophisticated investors who are able to

sustain the loss of their investment.  Accordingly, such investment products are not suitable for all investors.  An investment with Orchard Capital 

Management is not subject to the same or similar regulatory requirements as mutual funds or other more regulated collective investment vehicles.

Returns of the Orchard separate account strategies may be compared in this presentation against other separate account managers using PSN.  Databases 

such as PSN report returns using gross returns.  PSN is a global investment manager database of approximately 2,000 investment managers representing 

more than 20,000 domestic and international investment products, and is a division of Informa Investment Solutions, Inc. (IIS). All products are reviewed 

quantitatively on a quarterly basis and on this report, ranked against other investment managers in their respective equity asset class using performance 

results that are gross of fees.   Rankings are not indicative of future performance. 

The Select Small Cap Value Composite (SSCV) was created July 1, 2007 and is managed by Orchard’s Team.  For the period July 1, 2001 to June 30, 2007, 

the performance represents the track record established by the portfolio managers prior to their affiliation with Orchard Capital Management, LLC.

The information presented is confidential and intended for distribution only to the person to which such distribution has been approved by Orchard Capital 

Management.  Any unauthorized copying, disclosure or distribution of the material in this presentation is strictly forbidden.

Please see the full GIPS performance disclosure on the back page.
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Executive Summary



ORCHARD
C A P I T A L  M A N A G E M E N T

Introduction

❑ Orchard is a differentiated intrinsic value investor based in 

Chicago

• Proprietary Research + Intrinsic Value Discipline 

+ Opportunistic Team-Driven Culture

• Small/Mid Cap and Special Situations Focus 

❑ The team’s approach builds upon a long history of value investing.

• History of investment performance in multiple products over 1, 3, 5, 10 year

horizons

• Core process & discipline was developed over years and refined by Orchard Team

❑ Orchard Capital Management is the combination of the alpha-

driven intrinsic value team with key private equity and operational 

resources

❑ Deep investment and industry experience within investment team

❑ Significant personal assets are invested along with client assets

Highly differentiated 

research  & investment 

selection

Experienced investment 

team heavily co-invested 

with clients

Performance-focused team
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Organization – Senior Investment Team

5

Blake E. Harper
Managing Partner

• 20+ years of investment management and advisory experience. Serves as Orchard’s Chief 
Investment Officer and has been a member of the team’s investment committee since 2008.  

• Previously: analyst at PaineWebber/UBS, where he covered financial, multi-industry and 
aerospace/defense companies.  Also background at The Boston Consulting Group (BCG), 
where he advised large hedge funds, Fortune 1000 companies, and other financial and 
government institutions on strategy, corporate development and operations. 

• MBA with honors from the University of Chicago, BA from Colgate University

Joshua P. Fairbank
Managing Partner

• 25+ years of investment management and private equity experience

• Previously: co-founded and led the investment team at Orchard Ventures, a healthcare 
private equity fund. He is the co-founder of Akebia (NASDAQ:AKBA) a spin-out from Procter 
& Gamble and of Nymirum, a computational genetics firm, where he served as Chairman and 
President.  Fairbank began his career at Frank Russell and ran an investment office at 
Raymond James.

• MBA from the University of Chicago, BA from Connecticut College

• Investor-in-Residence and Adjunct Finance Professor at the University of Chicago

• 20+ years of investment experience, 15+ years with Orchard’s team

• Previously at Northern Trust as an equity analyst and Associate Portfolio Manager on Small-
Cap team

• MBA, Lake Forest Graduate School.  BS, Illinois State University.

Michael Valencia, CFA
Partner

Team is Experienced, Accomplished, Stable and Motivated
❑ Orchard’s senior team has deep experience in investing and in board/operational strategy
❑ Long track record of team-based value equity management
❑ Equity participation for all members of the investment team.   
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Small & Value Stocks Have Outperformed Long Term
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+ a (Alpha) 

Your Manager Matters

Small Value

Small + Value

Large Value

Large Growth

Small Growth

S&P Composite

+ a (Alpha) 

Your Manager Matters

March 2011 – March 2021

10 Yr Performance of Small Value Managers vs IndexIndexed growth of 100 since June 1926, Log Scale

1926 - 2020

Note: Style and S&P returns data were created using the Mar 2021 CRSP database by Professor Kenneth French (Style)  and Professor Robert Schiller  (S&P). The portfolios are constructed at the end of June each year. Firms with negative BE are not included in any portfolio.  Manager Data from PSN Funds 

Database.   Source: Kenneth French & Dartmouth College, Robert Schiller & Yale University, PSN, Morningstar, Advent, Custodian Data.

The above graphs are supplemental to the GIPS compliant disclosure presentation found on the back page.  The returns of the composites are compared to the historical performance of the Russell 2000 Value index only because that index is believed by the investment manager to be a widely used 

performance benchmark for small capitalization securities, generally. An investment with Orchard Capital Management should not be construed as an investment in a program that seeks to replicate, or correlate with, this index. Market conditions vary between the Orchard Capital Management products 

and this index, and this index does not include management fees and other expenses which may vary by client, as do the Orchard Capital Management Products. Further, Orchard Capital Management invests in strategies and positions that are not included in this index. 

Median: 11.0%

Small Value Benchmark: 

Russell 2000 Value

Top/Bottom

Quartile of Managers

Quartile 1

Quartile 4
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But it has been a different story in the last decade
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Long Term: Small + Value 10 Years: Large + Growth

Large Value

Large Growth

Small Growth

S&P Composite

Indexed growth of 100 since Mar 2011

Small Value

Note: Style and S&P returns data were created using the Mar 2021 CRSP database by Professor Kenneth French (Style)  and Professor Robert Schiller  (S&P). The portfolios are constructed at the end of June each year. Firms with negative BE are not included in any portfolio.  Manager Data from PSN Funds 

Database.   Source: Kenneth French & Dartmouth College, Robert Schiller & Yale University, PSN, Morningstar, Advent, Custodian Data.

The above graphs are supplemental to the GIPS compliant disclosure presentation found on the back page.  The returns of the composites are compared to the historical performance of the Russell 2000 Value index only because that index is believed by the investment manager to be a widely used 

performance benchmark for small capitalization securities, generally. An investment with Orchard Capital Management should not be construed as an investment in a program that seeks to replicate, or correlate with, this index. Market conditions vary between the Orchard Capital Management products 

and this index, and this index does not include management fees and other expenses which may vary by client, as do the Orchard Capital Management Products. Further, Orchard Capital Management invests in strategies and positions that are not included in this index. 

Mar 2011 – Mar 2021

Small Value

Large Value

Large Growth

Small Growth

S&P Composite

Indexed growth of 100 since June 1926, Log Scale

1926 - 2020



Orchard Capital Management  | 400 North Michigan, Suite 560, Chicago, IL 60611 | info@orchardinvestments.com | 312.628.6700 

Underperformance has tracked an increasingly large valuation 

gap (P/Book and P/Earnings) between Growth and Value
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Note: Style valuation and returns were created using CRSP data on CRSP Style factors from Research Affiliates. The above graphs are supplemental to the GIPS compliant disclosure presentation found on the back page. An investment 

with Orchard Capital Management should not be construed as an investment in a program that seeks to replicate, or correlate with, this index. Market conditions vary between the Orchard Capital Management products and this index, and this index does not include management fees and other 

expenses which may vary by client, as do the Orchard Capital Management Products. Further, Orchard Capital Management invests in strategies and positions that are not included in this index. 

10 Year Value vs Growth

Value vs. Growth Performance and Relative 

Valuation, July 1963-Sept 2019
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Still Long-Term Return Premium Remains Persistent
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Note: Style and S&P returns data were created using the Mar 2021 CRSP database by Professor Kenneth French (Style)  and Professor Robert Schiller  (S&P).  P/E and valuation and change in multiples are based upon 19-year Morningstar P/E fundamental characteristics 

data of index-based fund holdings data.  P/E and valuation data from Morningstar, Russell Investment Group, Standard & Poor’s.

The above graphs are supplemental to the GIPS compliant disclosure presentation found on the back page.  The returns of the composites are compared to the historical performance of the Russell 2000 Value index only because that index is believed by the investment manager to be a widely used 

performance benchmark for small capitalization securities, generally. An investment with Orchard Capital Management should not be construed as an investment in a program that seeks to replicate, or correlate with, this index. Market conditions vary between the Orchard Capital Management products 

and this index, and this index does not include management fees and other expenses which may vary by client, as do the Orchard Capital Management Products. Further, Orchard Capital Management invests in strategies and positions that are not included in this index. 

20 Year Rolling Performance 

has Persisted
Indexed rolling 20 Year Performance since June 1926

  

  

   

   

   

   

                                                           

Valuation is Relatively Low
Current P/E vs Long Term Average

2002 - 2020
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23.5 28.7 35.9

17.2 21.4 29.9

PE
historic

15.6 18.3 22.1

21.918.015.5

PE % of 
historic

151%       157%      162%

111%       119%      137%
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a: Persistent Performance Over the Long Term

Long-term performance 

driven by Orchard’s

research on small 

companies: 

• Proprietary research

• Underfollowed areas

• Disciplined process
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Note: Select Small. Cap Value Performance Benchmark, June

30, 2001 – March 2021.

* Benchmark for SSCV is the Russell 2000 Value Total Return

Index.

The returns of the composites are compared to the historical

performance of the Russell 2000 Value index only because that

index is believed by the investment manager to be a widely

used performance benchmark for small capitalization securities,

generally. An investment with Orchard Capital Management

should not be construed as an investment in a program that

seeks to replicate, or correlate with, this index. Market

conditions vary between the Orchard Capital Management

products and this index, and this index does not include

management fees and other expenses which may vary by

client, as do the Orchard Capital Management Products.

Further, Orchard Capital Management invests in strategies and

positions that are not included in this index.

Select Small Cap Value vs Benchmark
Annualized Returns in %, July 2001 – March 2021

The GIPS compliant disclosure presentation can be found at the back of presentation.  Source: Orchard Capital Management, Advent, Morningstar.   

*Past Performance is not indicative of future results which may vary.  ** Index disclosure found on the back page. 

Orchard SSCV (Net ) Russell 2000 Value *
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Core Investment Philosophy

Orchard’s Opportunistic Small Cap Strategies builds upon a core philosophy:

Purchase at a Discount …

We use proprietary knowledge to create our best possible estimate of intrinsic value and strive to 

generate excess returns by investing at what we consider a significant discount to intrinsic value.

… with Companies that are Likely to Close the Discount to Value

Once we have identified sources of value or opportunities for value creation, we select investments 

with one or more catalysts that should lead to value realization and we will engage management & 

shareholders for constructive change.

Proprietary knowledge, not excess risk, drives excess returns
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Investment Process

➢ Proprietary Knowledge
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Investment am

❑ Intrinsic Value

▪ Evaluate any “hidden assets” and other nonfinancial considerations

▪ Project the best possible estimate of intrinsic value 

❑ Catalyst Analysis

▪ Identify catalyst for value recognition

▪ Project time frame to realization

❑ Risk Evaluation 

▪ Utilize the appropriate discount rate for each stock

❑ Calculate Annualized Expected Return
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Investment Process – Intrinsic Value Discount
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Time

Growth

Revaluation
Undervalued

Price

%

Upside

Potential

Estimate of 

Future Intrinsic Value

Illustration:

Purchase Point

Analyze

Exit

Identify
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Investment Process Detail
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Full Investment Research Process
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Portfolio 

Construction

Expected

Return

Catalysts & 

Buy/Sell discipline

Risk 

Assessment

Group

Dissection

Information 
Gathering

Fundamental

Analysis

Proprietary 

Knowledge

Refined

Intrinsic Value

Estimate

Approved

List

Farm Team

Risk Return 

Analysis

Value Gap 

Analysis

Event+ 

Catalytic 

Analysis

Value Gap 
Analysis

Value Creation 
Analysis

Event/Catalyst

Assessment

Key Output:

Idea 

Generation

Preliminary 

Analysis

Catalysts and Value-Creating 

Events

Fundamental Intrinsic 

Value Analysis
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Investment Process – Idea Generation
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Idea 

Sourcing

Initial 

Analysis

Investment 

Prospects Farm Team



ORCHARD
C A P I T A L  M A N A G E M E N T

Fundamental Research & Analysis: Core Themes

Orchard views research-

driven strategic and 

fundamental analysis as 

a core source of value

Product, competitive and 

management 

assessment drive 

differentiation in small 

cap investing.  

Proprietary knowledge 

creates our 1st source of 

advantage

Management

Competitive Niche

Financial Models

Product’s

Proprietary 

Advantage & 

Key Assets 

▪ Why does it exist?

▪ Life cycle – trends, longevity

▪ Internal & external influences

▪ Competition and threats

Sustainable 

Defensibility 

Financial 

Statement 

Analysis

Estimate 

Cash Flows

and

Financial 

Value    

Tenure, Track 

Record

and Historical 

Allocation of 

Capital 

▪ Articulation of Strategy

▪ ROI and Capital Discipline

▪ Performance Incentives

▪ Track Record

Likelihood of 

Building 

Shareholder 

Value

▪ Analyze all aspects of the business

▪ Understand levers that drive value

▪ Assess risk - bankruptcy/asset value

▪ Build earnings, cash flow asset 
models
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Investment Process

➢ Portfolio Construction
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With a sound intrinsic value 

estimate, and the identification 

of a catalyst for future value 

recognition, stocks advance to 

our approved list. 

Portfolio construction decisions 

occur under the following 

guidelines:

Approved

List

Risk Return 

Analysis

Refined

Intrinsic Value

Estimate

Companies we will 

buy at the right 

price

Risk and downside 

analysis that 

informs conviction

Portfolio 

Construction

Buy

Sell

Weight
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Investment Process

➢ Risk Management

❑ Analyze likelihood of operating cash flow falling below fixed charges

▪ Traditional Metrics - Debt/Capital, Debt/EBITDA, fixed-charge coverage ratio, 

volatility of earnings, asset value risk

▪ Proprietary Default Risk Analysis - Fundamental and credit market inputs

❑ We pride ourselves in appropriately evaluating risk

▪ Discern between real and perceived risk, operating volatility and stock volatility

▪ Investments that have short-term volatility may not be risky to own long term 

▪ We avoid stocks with underpriced risk and are attracted to stocks with an 

inflated-risk discount

❑ Our investment process embeds a “margin of safety” into our portfolio by:

▪ Understanding what we own better than the market

▪ Focusing on companies with strong balance sheets and high returns on capital

▪ Purchasing stocks at a meaningful discount to our estimate of intrinsic value 

(P/IV ratio)

Risk Management overlays every step of our investment process 
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Summary 
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❑ Attentively manage a consistent, repeatable investment process 

❑ Experienced, accomplished, stable and motivated team

❑ Long history of performance

❑ Client interests are aligned with owners’ who invest alongside them

We welcome the opportunity to work with you




