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For all their ostensible worldliness, 
investors understandably are most 
comfortable on their home turf, 

where they typically can be better informed 
about the economic environment, the 
companies and the culture. Daniel Barker 
since co-founding Apis Capital with Eric 
Almeraz in 2004 has followed a consistent 
strategy meant to take advantage of that 
“homer” mentality: “Local investors tend 
not to apply a global perspective in trying 
to understand companies in their domes-
tic market,” he says. “We think connecting 
the dots among global businesses can give 
us a meaningful competitive advantage.”

He's proven that out nicely. The long/
short Apis Flagship Fund since its 2004 
launch has earned a net annualized 11.8% 
return, vs. 8.6% for the MSCI All Country 
World Index. Focusing on the long side on 
smaller companies with strong market po-
sitions in niche global markets, Barker and 
Almeraz are finding misvalued opportuni-
ties in such areas as vehicle turbochargers, 
specialty chemicals and tank transmis-

sions. Fertile ground on the short side in-
cludes buzzy industries such as robotics, 
AI and quantum computing. 

Your Flagship Fund is a global small and 
mid-cap long/short strategy that you de-
scribe as having little to no direct competi-
tion. Why do you think that is?

Eric Almeraz: If you had told us 20 years 
ago that we’d be able to generate the out-
performance we have we would certainly 
have expected at least a few comparable 
firms to enter the space. But it just hasn’t 
happened and the simple reason is that it’s 
a difficult strategy to implement. 

Part of it is volume. Our investable 
world has about 21,000 stocks, 19,000 of 
which are under $10 billion in market cap. 
Even when you’ve narrowed that down 
dramatically, for people who haven’t been 
doing this for 30 years that's a lot of com-
panies to meet and relationships to build 
in order to do the fundamental analysis we 
do. You have to be comfortable operating 
in different languages, different cultures, 
with different reporting requirements and, 
many times, logistical issues in even set-
ting up to trade. The typical U.S.-based 
investor looks at all that and doesn’t think 
it’s worth the effort. That’s fine with us.

Daniel Barker: So we’re competing mostly 
with local-market investors. They may 
benefit from better understanding the local 
market dynamics, but we think our advan-
tage comes in looking across global indus-
tries and bringing insight to the table they 
don’t. The Asian-centered investor doesn’t 
get paid to look deeply into the competitor 
in Germany or the supplier in Australia or 

how the relevant market is evolving in the 
U.S. Trends can roll like waves across dif-
ferent geographies. We believe connecting 
the dots across the global competitive set 
and investing in a nimble and flexible way 
where we find mispricing, irrespective of 
geography, gives us a real edge.

Have you tended to focus somewhat by ge-
ography or industry?

DB: We keep an open mind and go where 
we find opportunity, but our geographic 
focus has been mostly in North America, 
Europe and developed Asia and our sector 
focus has been in technology, healthcare, 
industrials, materials and consumer. We 
want a global perspective to bring some-
thing to the table and that doesn’t happen 
everywhere. We don’t do a lot in emerging 
markets, for example, where there aren’t 
that many global businesses and you have 
to make more of a country bet. A much 
better fit for us in smaller markets would 
be countries like South Korea and Sweden, 
where companies from the get-go often as-
pire to grow beyond the domestic market.

We also avoid sectors that require local 
expertise. We’re not the right ones to as-
sess a commercial real estate company in 
Japan or Hong Kong. We also avoid high-
ly regulated industries like utilities or fi-
nancials where there's more of a premium 
on understanding the domestic political 
and regulatory environment. We’ve tried 
to create circles of competence around a 
number of niche industries with three to 
five global competitors and a relatively 
small number of suppliers and customers. 
That’s where we’re more likely to develop 
a variant view on a company’s prospects. 
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Have you been active in China?

DB: Given how important Chinese com-
panies are in global supply chains across 
industries, we have to be very up on things 
in China from a research perspective. But 
from an investing perspective there’s a hes-
itation with all things China. We’ve proba-
bly been more active on the short side, say 
in the automotive or green-energy supply 
chain. On the long side we currently have 
one name, DPC Dash [Hong Kong: 1405], 
which holds the Domino’s Pizza franchise 
in China. We’re more confident in it be-
cause the global parent company is in-
volved in the management and board and 
it’s run in more of an Anglo-Saxon way. 

How do you zero in on potential ideas?

DB: One screen I use a lot is basically 
what were the major movers up and down 
yesterday. With certain market-cap cutoffs 
and geographic parameters there’s still 
noise in the results, but often I’ll know 
something about a name and its industry 
and will want to know what happened. 
Any time there’s a big move in a stock 
something surprised someone and expec-
tations appear to have changed. That’s the 
type of thing we want to look at.

We try to think laterally. When we see 
something going on in one business, we’ll 
look at a few others halfway around the 
world that are maybe in the same industry 
or impacted by the same changing dynam-
ics but investors in those markets aren’t 
fully incorporating the benefits or harm 
those changing dynamics might bring. You 
go down these little rabbit holes and most 
of the time they lead nowhere, but occa-
sionally you pull on the string and some-
thing pops up and we can get ahead of it.

One process change we’ve made is to 
set aside maybe 10% of the long portfo-
lio for “farm team” investments. We were 
creating big watch lists of names and at 
the end of the year a lot of them were way 
up and we were still watching them. We’ve 
been at this long enough that we can smell 
a good idea and now we put them on the 
book earlier. Having them on the P&L ac-
celerates the process of understanding the 

idea better and doing the work necessary 
to commit to a larger position. You can be 
wrong and that’s OK, but we’ve found this 
to be a good way to get into good ideas 
earlier and benefit from our research.

EA: We’re generally looking for material 
change at a company, where our assess-
ment of that change results in our having 
earnings estimates that are far different 
from the consensus expectation. There’s 
often a structural driver, say from broad-
based trends current in the portfolio to-

day like global rearmament, power-grid 
modernization or increased mining capi-
tal spending. The impact of change like 
that on dominant niche global players 
can mean we have earnings estimates that 
are two to three times higher than what’s 
being modeled by the Street. Those have 
tended to be our best performers. 

As an example, a newer area of inter-
est for us is mining capital investment. 
Mining companies broadly speaking have 
been disciplined for years in expanding 
productive capacity, but now with the 
business flush with cash from higher com-
modity prices these companies are looking 
at 30%+ IRRs on investment projects. In 
gold, IRRs are twice that and companies 
are talking about 18-month paybacks. At 
the same time you have a push by many 
governments to increase domestic produc-
tion to lessen reliance on foreign-sourced 
minerals. We think all that is likely to 
drive greenfield and brownfield expansion 
that will increase demand for companies 
selling equipment, parts and services – al-
most literally picks and shovels – used in 
building out mining infrastructure. 

If we’re right about an upcoming surge 
in mining capex, we’re finding niche com-

panies with global businesses where we 
see material earnings upgrades over the 
next few years, at a time when the sell-side 
growth outlook is still muted. Examples 
we own include FLSmidth [Copenhagen: 
FLS], a mining engineering and equipment 
firm based in Denmark, Epiroc [Stock-
holm: EPI.B], which makes heavy equip-
ment and has a broad global distribution 
and servicing network, and Weir Group 
[London: WEIR], which specializes in 
making the teeth that go into scoop buck-
ets used in mining and construction. We 
haven’t seen the turn yet in capex, but we 
are seeing companies raise capital and be-
lieve a big increase in spending is on the 
way. It looks like a very good setup to us. 

What do you think the market is missing 
in auto supplier Garrett Motion [GTX]?

DB: This is a Swiss company that was 
spun out of Honeywell in 2018 and has 
the leading global market share in turbo-
chargers. We’ve owned the stock for years 
essentially as a managed decline, in that 
they’re great at making turbochargers and 
turbochargers are taking significant share 
in cars with internal combustion engines 
because they improve fuel economy and 
reduce emissions – turbocharger penetra-
tion has gone from 15% 10-12 years ago 
to over 50% today. But the electrical ve-
hicle is taking over, and as ICE vehicles go 
away Garrett will just make what they can 
and then go away. It’s not the type of idea 
that gets anyone very excited.

The stock has worked fine, in part be-
cause the decline of the ICE engine has 
been slower than people feared. The com-
pany has also been disciplined in first pay-
ing down debt and then returning 75% of 
free cash flow to shareholders. They over 
the last three years have retired nearly 
40% of the outstanding shares and expect 
to continue the current pace of buying 
back 7-8% of the shares every year.

Now we think Garrett can turn into a 
growth company again. It has developed 
drivetrain components for electric vehicles 
and in April signed its first big deal, with 
the Chinese company HanDe, to provide 
e-axles for trucks. Their core skills are in 
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compression – part of what makes turbo-
chargers work is compressing gas – and 
they've applied similar technology to de-
velop systems for EVs that cool both the 
cabin and under-the-hood components. 
They're also applying turbocharger com-
pression technology more generally to 
more energy efficient and quieter air-con-
ditioning systems and back-up generators 
specifically designed for data centers.  

These new efforts are all at early stages 
of commercialization, but management 
says on a base of $3.5 billion in annual 
revenue today that they expect to add $1 
billion in incremental sales by the end of 

the decade. They’re typically very conser-
vative and we think they’re underselling 
what they can do. We don’t believe it’s a 
stretch to assume the company can gener-
ate closer to $5 billion in revenue by 2030.

What impact do you expect a resurgence 
of growth could have on the shares, now 
trading at around $16.50?

DB: The stock trades at a free-cash-flow 
yield of 12% and around 9x our estimate 
of next year’s earnings. At $5 billion in rev-
enue at the end of the decade the company 
could earn at least $3 per share on the cur-

rent share count, but much more than that 
if they continue to buy back shares as they 
have. At that point it would be a real com-
pany with real growth prospects again. We 
think the downside is pretty limited, but 
if everything goes right we could see the 
market paying closer to a 20x multiple for 
the stock. If the data-center angle comes 
through, you can only dream about what 
the market might pay for that. 

From turbochargers to specialty chemi-
cals, describe your interest in Germany’s 
Alzchem [Frankfurt: ACT].

EA: This is a nearly 120-year-old company 
whose specialty is producing calcium car-
bide, which it then uses to make a variety 
of other chemical products. Alzchem is ba-
sically the only manufacturer of calcium 
carbide in the Western world, with three 
furnaces in Europe that make it by treating 
lime and carbon and then applying high 
levels of heat to produce the final product. 
Outside of China, everyone else has transi-
tioned to using a petroleum-based process 
which now precludes them from making a 
number of key end products.

There are two products that drive our 
interest in the company. First, it is a leading 
global producer of creatine, which has his-
torically been known as a supplement for 
weightlifters, but which is getting greater 
recognition in the health community as 
beneficial for anyone wanting to main-
tain muscle mass. This product has been 
a strong grower for them, and because Al-
zchem’s version is considered safer to use 
than the products coming out of China it 
earns a good price premium in the market. 
The creatine business today accounts for 
about 15% of sales, but the company is 
investing in new manufacturing capacity 
for it and we expect that share can double 
over the next two to three years. 

Another jewel, now about 10% of 
sales, is a product called nitroguanidine 
[NQ], of which Alzchem again is the only 
producer in the western world. It is used 
in military applications, primarily as a 
propellant in munitions such as 155-mil-
limeter shells. The company currently pro-
duces NQ in one factory in Germany, but 
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Garrett Motion
(Nasdaq: GTX)

Business: Global market leader in the man-
ufacture of turbochargers; diversifying its 
product line to increasingly serve electric-
vehicle and cooling-system end markets.                        

Share Information (@11/28/25):

Price	 16.53
52-Week Range	 7.01 – 17.90
Dividend Yield	 1.9%
Market Cap	 $3.21 billion

Financials (TTM):

Revenue	 $3.54 billion
Operating Profit Margin	 14.4%
Net Profit Margin	  9.2%

Valuation Metrics
(@11/28/25):

	 GTX	 S&P 500
P/E (TTM)	 10.5	 25.2	
Forward P/E (Est.)	 10.7	 22.1

Largest Institutional Owners
(@9/30/25 or latest filing):

Company		  % Owned
Brookfield Corp		  8.8%
Cyrus Capital		  7.3%
BlackRock		  5.5%
William Blair Inv Mgmt		  4.0%
Fidelity Mgmt & Research		  3.7%

Short Interest (as of 11/15/25):
Shares Short/Float		  4.7%

I N V E S T M E N T  S N A P S H O T

THE BOTTOM LINE
Daniel Barker thinks the company "can turn into a growth company again" through the 
commercialization of new products used in electric vehicles and in energy efficient and 
quieter air-conditioning systems. On the $5 billion in annual revenue he believes it can 
generate by the end of the decade, he says the company could earn at least $3 in EPS. 

Sources: S&P Capital IQ, company reports, other publicly available information
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it has signed a preliminary contract with 
the U.S. government to build a new pro-
duction facility in the U.S., fully funded by 
the Department of Defense. They’re scout-
ing locations and plan to have the facility 
up and running by the end of 2029. When 
it comes on line we’d expect NQ’s share of 
company sales to double as well.

At today’s share price of nearly €129, how 
does your view of the company’s prospects 
differ from the Street’s?

EA: The Street expects around €6.80 per 
share in EPS next year and we believe 

they can do better than €8. The follow-
ing year the Street is at €8.50 and we’re at 
€10-plus. Part of that is from incremental 
revenue growth, but it also reflects that 
the profitability in these two growth busi-
nesses is much higher. On a blended P/E 
and discounted-cash-flow basis, our target 
price for the stock is in the mid-$200s. 

Some private-equity shareholders have 
been selling stock. Is that an overhang?

DB: We think the fundamentals of the 
business and the appetite from other in-
vestors will mean any private-equity sell-

ing won’t be an overhang. I would add 
that generally when we’ve seen private eq-
uity involved in companies that have come 
public, the companies have been well run 
and have a smart approach to capital al-
location and a focus on returns on capital. 
That has been the case with Alzchem.

Sticking with specialty chemicals, describe 
your investment case for Japan’s Osaka 
Soda [Tokyo: 4046].

DB: At a high level this looks like a typical 
specialty chemical company in Japan, with 
85% of its business producing what they 
call basic and functional chemicals that 
they turn into rubbers and glues used to 
make cars, semiconductors and any num-
ber of end products. These businesses tend 
to grow in the low-single-digits, aren’t 
overly cyclical and produce 10-15% oper-
ating margins. All fine, but not a lot there 
to get investors’ blood boiling.

What is exciting is the company’s 
healthcare division, which currently ac-
counts for the other 15% of total rev-
enues. Osaka Soda is the dominant global 
supplier – with a roughly 60-70% global 
market share – of silica gel beads, a con-
sumable key ingredient in the production 
of peptide drugs such as the blockbuster 
weight-loss drugs Ozempic and Wegovy. 
They’ve been adding capacity to pro-
duce silica gel beads as fast as they can 
to keep up with demand, and we expect 
the healthcare business overall to grow 
20-30% for at least the next several years. 
That makes a big difference given that 
healthcare generates 50% or so operating 
margins. Looking two to three years out it 
should account for more than half of the 
company’s total profits and, given the ex-
pected demand growth in obesity drugs, 
will still be growing at a high rate. 

We have to rely on the company for 
this information, but they believe they are 
by far the global leader in an oligopoly 
market for silica gel beads, ahead of a 
company based in the Netherlands called 
Nouryon that has maybe a 15% market 
share. Customer relationships in this type 
of business tend to be long-term, given the 
requirements for regulatory approval and 
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AlzChem          
(Frankfurt: ACT)

Business: Manufacturer of calcium carbide 
and related products; key products include a 
creatine-based heath supplement and nitro-
guanidine, a propellant used in munitions.                       

Share Information 
(@11/28/25, Exchange Rate: $1 = €0.86):

Price	 €128.80
52-Week Range	 €53.80 – €167.20
Dividend Yield	 1.4%
Market Cap	 €1.30 billion

Financials (TTM):

Revenue	 €576.1 million
Operating Profit Margin	 14.6%
Net Profit Margin	 10.7%

Valuation Metrics
(@11/28/25):

	 ACT	 S&P 500
P/E (TTM)	 21.1	 25.2	
Forward P/E (Est.)	 19.3	 22.1

Largest Institutional Owners
(@9/30/25 or latest filing):

Company		  % Owned
LIVIA Group		  19.8%
Janus Henderson		    5.0%
J.P. Morgan Asset Mgmt		    4.9%
Deutsche Asset & Wealth		    3.9%
M&G Luxembourg		    3.5%

Short Interest (as of 11/15/25):
Shares Short/Float		  n/a

I N V E S T M E N T  S N A P S H O T

THE BOTTOM LINE
As two unique and high-margin product lines – one selling creatine and another selling the 
munitions-propellant nitroguanidine – grow rapidly, Eric Almeraz expects the company to  
significantly outperform Street earnings expectations. Valuing the shares on a blended 
P/E and discounted-cash-flow basis, his target price for the stock is in the mid-$200s.

Sources: S&P Capital IQ, company reports, other publicly available information
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the premium put on input-product qual-
ity and reliability. Osaka Soda has been 
working with companies like Eli Lilly and 
Novo Nordisk for decades, originally on 
those companies' insulin products, and 
has been heavily involved in the develop-
ment of the obesity drugs.

What upside do you see in the shares from 
today’s ¥2,200 price?

DB: The stock on our estimates currently 
trades at 15-16x this year’s and 12-13x 
next year’s earnings. We don’t believe 
that’s reasonable for a company that we 

think because of the healthcare business 
can grow overall earnings per share at a 
better than 20% annual rate for several 
years. To us this is an undiscovered way 
to play the trend in obesity medications. 
There’s no reason a company with this 
quality of earnings and this type of growth 
couldn’t justify a 20x or higher earnings 
multiple.

EA: One thing I would add is that Ozem-
pic is going generic in a whole bunch of 
countries early next year. Our growth as-
sumptions mostly just take into consid-
eration the expected growth for GLP-1 

drugs in North America and Europe. The 
company should benefit on top of that 
from generic rollouts in a number of ad-
ditional, very large, markets as well. Given 
that they provide relatively low-cost in-
puts to the manufacturing process, what 
matters more for Osaka is the number 
of people using the drugs rather than the 
price they’re paying for them.

Is there anything of note to say about cor-
porate governance here?

DB: We started looking at this two years 
ago and the company was initially difficult 
to reach. That’s gotten better and in their 
latest earnings report they disclosed a plan 
to buy back 5% of the shares. They also 
just hired their first investor-relations per-
son. Those sound like such basic things, 
but they signal real improvement.

Turning to a company with another mili-
tary investment angle, explain your enthu-
siasm for South Korea's SNT Dynamics 
[Seoul: 003570].

DB: The defense renaissance has been a 
theme in our portfolio, as global rearma-
ment is driving demand for next-genera-
tion systems over many years in a variety 
of military applications. One of our ear-
lier investments was in a company called 
Hyundai Rotem [Seoul: 064350], which 
is a major manufacturer of tanks and ar-
mored vehicles. That then led us to SNT 
Dynamics, which is a major supplier to 
Hyundai Rotem.

SNT sells a variety of products but its 
main focus is transmissions, with two-
thirds of overall company sales going to 
the defense sector and the rest to automo-
tive manufacturers. Its biggest business is 
supplying transmissions for tanks, where 
the global competitive set primarily con-
sists of single suppliers to an oligopolistic 
set of tank manufacturers: SNT supplies 
Hyundai Rotem, Renk Group supplies 
Rheinmetall, and Allison Transmission 
supplies General Dynamics.

EA: One thing working in the company’s 
favor is that Hyundai Rotem has been 
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Osaka Soda           
(Tokyo: 4046)

Business: Global manufacturer of a variety 
of specialty chemicals and related products; 
fastest-growing business supplies silica gel 
beads used to make weight-loss drugs.                       

Share Information 
(@11/28/25, Exchange Rate: $1 = ¥156.20):

Price	 ¥2,203
52-Week Range	 ¥1,328 – ¥2,219
Dividend Yield	 1.2%
Market Cap	 ¥275.00 billion

Financials (TTM):

Revenue	 ¥95.10 billion
Operating Profit Margin	 15.1%
Net Profit Margin	 12.9%

Valuation Metrics
(@11/28/25):

	 4046	 S&P 500
P/E (TTM)	 22.7	 25.2	
Forward P/E (Est.)	 19.5	 22.1

Largest Institutional Owners
(@9/30/25 or latest filing):

Company		  % Owned
Fidelity Mgmt & Research		  5.5%
J.P. Morgan Asset Mgmt		  3.8%
SBI Rheos Hifumi		  3.6%
Capital Research & Mgmt		  3.5%
Asset Mgmt One		  3.1%

Short Interest (as of 11/15/25):
Shares Short/Float		  n/a

I N V E S T M E N T  S N A P S H O T

THE BOTTOM LINE
The market doesn’t appreciate the company’s earnings-growth potential driven by its 
division selling inputs into the production of weight-loss drugs such as Ozempic and 
Wegovy, says Daniel Barker. He expects to benefit as a shareholder at least in line with the 
20% annual EPS growth he thinks the company can generate over the next several years.

Sources: S&P Capital IQ, company reports, other publicly available information
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successful in expanding beyond its core 
South Korean market. The domestic de-
fense industry is quite well developed giv-
en the history with North Korea, but it’s 
grown at only a moderate pace and with 
low margins for contractors like Rotem 
and for sub-contractors like SNT. That’s 
changing as Rotem continues to sign large 
deals like one in Poland – they’ve also con-
tracted to sell tanks in the Middle East as 
well as Romania – with high unit volumes 
and significantly better margins. We think 
Rotem is earning operating margins on its 
Poland business that are 10x what it earns 
in Korea. That may not all flow through to 

SNT, but it still should be very profitable 
business for it to take on.

What makes SNT particularly inter-
esting is that it appears to be relatively 
undiscovered by the market. Only one or 
two analysts follow it and the shares trade 
at less than 12x earnings, when Hyundai 
Rotem trades at about 30x and Renk at 
about 50x. That disparity doesn’t make 
sense to us when SNT has similar visibil-
ity, superior growth potential and more 
margin upside.

Where do you think the shares, at a recent 
₩42,350, should more reasonably trade?

EA: We think the stock today on our es-
timates two years’ out trades at less than 
10x earnings. Using a blended DCF and 
multiples analysis – assuming revenue 
growth in the teens over the next few 
years and EBITDA margins rising above 
20% – our target share price is between 
₩70,000 and ₩80,000. First-tier com-
panies in South Korea have re-rated a lot, 
reflecting the returns on capital they can 
generate and better corporate governance. 
If we’re right about the improved growth 
and profitability of SNT’s overseas sales, 
we’d expect a similar re-rating here.

Turning to the short side of your book, 
how would you characterize the opportu-
nity set there today?

DB: That depends on the day you ask. Ear-
lier this month I would have said short-
ing is very difficult, particularly in more 
speculative names. Now I’d say things are 
working out great in those names.

We classify our shorts into three buck-
ets. What we call “melting ice cubes” are 
businesses we believe are in secular decline 
over multiyear periods. We always limit 
position sizes in our shorts, but in these 
we’re willing to hold 50-100 basis point 
positions and we tend to stay with them 
longer as the business grinds lower. An 
example where we’re active today would 
be in Big Food, given the negative impacts 
of GLP-1s, Make America Healthy Again 
and input-cost inflation.

The second bucket would be “broken 
growth” names that after a period of over-
earning have seen or are about to see a 
meaningful slowdown. If that happens, 
growth investors exit quickly and value 
investors are slow to step in. With these 
we trade more actively and because of the 
potential volatility we keep position sizes 
to 40 to 50 basis points.

Our last category are “battleground” 
stocks, speculative names that get bid up 
to absurd valuations based on narratives 
that we think make no rational sense. We 
keep each of these ideas deliberately small, 
but we often think they’re eventually go-
ing to be worth zero and in aggregate they 
will produce a lot of alpha. These are the 

SNT Dynamics           
(Seoul: 003570)

Business: South Korean producer of vehicle 
parts and equipment, most prominently trans-
missions used in military armored vehicles 
and artillery systems such as howitzers.                       

Share Information 
(@11/28/25, Exchange Rate: $1 = ₩1,468):

Price	 ₩42,350
52-Week Range	 ₩16,260 – ₩76,400
Dividend Yield	 4.7%
Market Cap	 ₩1.00 trillion

Financials (TTM):

Revenue	 ₩679.99 billion
Operating Profit Margin	 13.4%
Net Profit Margin	 12.0%

Valuation Metrics
(@11/28/25):

	 003570	 S&P 500
P/E (TTM)	 11.8	 25.2	
Forward P/E (Est.)	 15.6	 22.1

Largest Institutional Owners
(@9/30/25 or latest filing):

Company		  % Owned
National Pension Service	          	 11.5%
S&T Foundation		    4.2%
Norges Bank Inv Mgmt		    4.0%
Dimensional Fund Adv		    0.7%
Mirae Asset Global Inv		    0.4%

Short Interest (as of 11/15/25):
Shares Short/Float		  n/a

I N V E S T M E N T  S N A P S H O T

THE BOTTOM LINE
The company appears to be an undiscovered beneficiary of the global rearmament 
theme that is prominent today in Apis Capital’s long portfolio, says Eric Almeraz. Its stock 
currently trades at less than 10x his 2027 EPS estimate, but using a blended DCF and 
multiples analysis he pegs a target price at between ₩70,000 and ₩80,000 per share.

Sources: S&P Capital IQ, company reports, other publicly available information
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types of names that paid off well for us in 
2022, when our Flagship Fund was up 2% 
on the year when the MSCI All Country 
World Index was down 18%.

What’s an example of fertile ground for 
battlefield shorts today?

DB: Quantum computing would be one. 
While there are serious quantum comput-
ing efforts with large long-term potential 
underway at tech giants like IBM, Google, 
Intel and Microsoft, none claim to be close 
to commercialization. Into that environ-
ment you have a number of companies is-
suing grandiose press releases and raising 
a lot of capital while generating minimal 
revenue, spending little on R&D, and pro-
viding almost nothing in the way of tech-
nical transparency. 

When Nvidia CEO Jensen Huang was 
asked at a conference in January about the 
prospects for quantum computing, he said 
he doubted if a useful quantum comput-
er would hit the market within 15 years. 
When someone pointed out that kind of 
skepticism would likely hurt the public 
quantum stocks he responded by saying, 
“How could a quantum computing com-
pany be public?” A lot of these stocks are 
down a lot this month, but we think the 
disconnect between fundamentals and val-
uation still doesn’t make sense in a num-
ber of names, including IonQ [IONQ], 
Rigetti Computing [RGTI] and Quantum 
Computing [QUBT].

Describe your short case for Japan’s Har-
monic Drive Systems [Tokyo: 6324].

EA: The company is a leading global sup-
plier of small motors called harmonic 
speed reducers, which are essentially gear-
ing systems that allow for very precise 
movements in industrial equipment. The 
most prominent application is in industri-
al robots like those sold by Fanuc, one of 
its largest customers. It’s a global business, 
with 40% of sales in Japan, 30% in the 
European Union, 20% in North America 
and the rest mostly in China.

What drew us to this idea was look-
ing into a number of the humanoid robot 

plays in Asia, where stocks betting on that 
theme had gone up astronomically and 
looked really overvalued. We’ll always 
look both at the companies themselves as 
well as the supply chain for them. That’s 
where we came across Harmonic.

What we found was that most of those 
frothy humanoid robot companies didn’t 
buy from Harmonic because its prices 
are too high. When we dig deeper, it ap-
pears to us that the Chinese competitors 
have figured out how to make harmonic 
speed reducers of comparable quality at 
price points that are 50-80% below what 
Harmonic charges. As a result of that, 

Harmonic’s share of the broader market 
in China has fallen from an estimated 
75% in 2018 to less than 10% today. 
The top competitor in China, a company 
called Leader Harmonious Drive Systems 
[Shangai: 688017], has been growing at 
40-50% year on year.

We see this as a harbinger of things to 
come for Harmonic elsewhere, where its 
market shares have been falling but in 
many cases are still high at 70% or more. 
For robotic devices to come into greater 
use – which is highly likely – price points 
will have to come down, which doesn’t 
bode well for high-cost suppliers like it.

I N V E S T O R  I N S I G H T :   Apis Capital

Harmonic Drive Systems           
(Tokyo: 6324)

Business: Global manufacture and sale of 
high-precision gearing systems that are used 
in robotic and other system applications that 
require precise equipment movements.                        

Share Information 
(@11/28/25, Exchange Rate: $1 = ¥156.20):

Price	 ¥3,090
52-Week Range	 ¥1,829 – ¥5,350
Dividend Yield	 0.6%
Market Cap    	 ¥292.52 billion

Financials (TTM):

Revenue	 ¥56.92 billion
Operating Profit Margin	 1.9%
Net Profit Margin	 8.2%

Valuation Metrics
(@11/28/25):

	 6324	 S&P 500
P/E (TTM)	 63.1	 25.2	
Forward P/E (Est.)	 86.6	 22.1

Largest Institutional Owners
(@9/30/25 or latest filing):

Company		  % Owned
Capital Research & Mgmt		  5.4%
T. Rowe Price		  4.4%
IBG Asset Mgmt		  3.3%
Nomura Holdings		  2.6%
SBI Rheos Hifumi		  2.6%

Short Interest (as of 11/15/25):
Shares Short/Float		  n/a

I N V E S T M E N T  S N A P S H O T

THE BOTTOM LINE
Bulls will argue that the company’s recent financial results have been hurt by a normal 
cyclical downturn, but Eric Almeraz doesn’t believe that's the case given a sharp increase 
in low-cost competition. Modeling 5% annual revenue growth and “still probably generous” 
20% EBITDA margins, he believes the target price for the shares is closer to ¥1,000.

Sources: S&P Capital IQ, company reports, other publicly available information
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How are you thinking about downside 
from the recent share price of ¥3,100?

EA: Bulls will make the case that the rea-
son the company’s financial results have 
been stressed is because of a typical cy-
clical downturn that will reverse. We just 
don’t think that will be the case given the 
dramatic increase in competition from 
low-cost suppliers. You can maybe work 
around competitive pricing that’s 10-20% 
lower, but the fact that others' prices are 
so much lower here is likely to be a long-
term problem for the company.

When we do a reverse DCF it appears 
the market is pricing in 15% top-line 
growth and 30% EBITDA margins for the 
next decade. We think they’ll be lucky to 
do half that. If we model 5% annual rev-
enue growth and still probably generous 
20% EBITDA margins, we come to a tar-
get price of around ¥1,000.

This is an example of what Dan re-
ferred to earlier as a broken-growth type 
of short idea, where we see a company 
losing its once-dominant position. We’re 
finding a number of these in today’s mar-
ket, where stocks are bid up even higher 
based on a particular narrative, here like 
anything having to do with robots.

Speaking of particular narratives, is AI en-
thusiasm represented in some of your cur-
rent short ideas?

DB: Of course, how could it not be? We 
do have some longs we think are posi-
tioned to benefit from AI, including those 
providing power-grid infrastructure and 
some opportunities in storage and mem-
ory markets. But there are clearly specula-
tive aspects of the theme, where financial 
payoffs from AI strike us as hard to mea-
sure and wildly overblown at best, and 
outright absent at worst. 

One representative short along these 
lines is C3.ai [AI], where we think the 
ticker symbol is probably the most valu-
able asset they have. The company sells 
business-intelligence software, which 
mines and tracks internal enterprise data, 
makes logical sense of it, and provides 
insight to management on how to run 

things better. There’s nothing inherently 
wrong with that as a business, but C3.ai 
has been extremely aggressive in playing 
up the unique AI capabilities of its soft-
ware when we believe they don’t really ex-
ist. A lot of companies provide solutions 
like this, incorporating AI features like 
natural-language querying that C3.ai bills 
as revolutionary.

What makes this timely today is that 
the company’s largest customer, oilfield-
services provider Baker Hughes, is clearly 
backing away from C3.ai. In 2019 it gave 
Baker Hughes a large equity stake in re-
turn for a long-term contract, but rev-

enues under that deal are expected to fall 
from $75 million last year to $20 million 
or less this year and next. Baker Hughes 
has also been selling shares, taking its eq-
uity position from 15% to around 6%. 
Management is cagey in the way they talk 
about it, so we don’t think the market is as 
aware as it should be of what this relation-
ship’s winding down will mean for future 
growth and the company’s reputation.

You’ve been known to describe your 
shorts at times as “eventual zeros.” How 
would you describe the outlook for C3.ai’s 
shares, now trading at around $14.50?

I N V E S T O R  I N S I G H T :  Apis Capital

C3.ai
(NYSE: AI)

Business: Provider of business-intelligence 
software that tracks and mines internal enter-
prise data to provide insight on operational 
efficiency and efforts to potentially improve it.                          

Share Information (@11/28/25):

Price	 14.45
52-Week Range	 12.59 – 45.08
Dividend Yield	 0.0%
Market Cap	 $1.99 billion

Financials (TTM):

Revenue	 $372.1 million
Operating Profit Margin	 (-101.2%)
Net Profit Margin	 (-92.1%)

Valuation Metrics
(@11/28/25):

	 AI	 S&P 500
P/E (TTM)	 n/a	 25.2	
Forward P/E (Est.)	 n/a	 22.1

Largest Institutional Owners
(@9/30/25 or latest filing):

Company		  % Owned
Vanguard Group		  10.4%
BlackRock		    7.4%
Morgan Stanley		    3.2%
Susquehanna Int’l		    2.3%
State Street		    2.1%

Short Interest (as of 11/15/25):
Shares Short/Float		  32.2%

I N V E S T M E N T  S N A P S H O T

THE BOTTOM LINE
Daniel Barker believes the company has been extremely aggressive in playing up the 
unique artificial-intelligence capabilities of its software when they don’t really exist. He 
characterizes its financial performance as "treading water or worse at an already heavily 
loss-making level,“ and considers that a state of affairs that can't be sustained for long.

Sources: S&P Capital IQ, company reports, other publicly available information
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You’ve been known to describe your 
shorts at times as “eventual zeros.” How 
would you describe the outlook for C3.ai’s 
shares, now trading at around $14.50?

DB: One thing that protects companies 
like this, which is a frustration in a lot of 
our shorts, is that it’s hard to put them out 
of business when they have these insane 
multiples and can raise capital regularly to 
buy time. C3.ai has about $700 million in 
cash on hand. In its latest fiscal year end-
ing in July, the company reported a net 
loss of just under $350 million on reve-
nues of $372 million. Revenue declined in 
the latest reported year and net losses have 
increased in each of the last five years. 

So you’ve got a company at the current 
run rate with two years of cash left, with 

a business we don’t think fits any legiti-
mate AI narrative and with no competitive 
advantages. It seems to be treading water 
or worse at an already heavily loss-making 
level. You can’t sustain that for long. The 
stock has already cracked from the crazi-
est levels, but we think there’s plenty of 
room still to go on the way down.

You’ve been through your share of crises 
as a portfolio manager. Has that given 
you any insights into when the next crisis 
might arrive and what might cause it?

DB: I’ve been perpetually worried about 
debt levels and shockingly high fiscal defi-
cits. I’m worried about sentiment indica-
tors and the amount of bullishness and 
risk-taking on the part of investors today, 

resulting in valuations that are arguably 
quite high. That environment makes me 
cautious, but I would also say that’s gener-
ally been the case for a long time.

We try not to get too deep into macro. 
I think we’re good stock pickers and good 
business analysts and we should focus 
our time on trying to make good calls on 
which businesses are going to succeed and 
which are going to fail. Bottom-up inves-
tors can get consumed with macro at times 
and I’m wary of not letting that take my 
eye off the ball. Both international and 
smaller-cap stocks – our specialties – have 
lagged for well over a decade but that’s 
showing signs of changing. We don’t want 
to be distracted by anything but picking 
stocks.  VII

I N V E S T O R  I N S I G H T :  Apis Capital
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William Dombrowski 
Director of Marketing & Client Relations 

Telephone: (203) 409-6301 
Email: wdombrowski@apiscapital.com 

 

Disclaimer Statement 

This information is being provided on a confidential basis to you for informational and discussion 
purposes only regarding Apis Capital Advisors, LLC (collectively, with its aQiliates, the “Adviser”). Any 
reproduction or other distribution of this material in whole or in part without the prior written consent 
of the Adviser is prohibited. This information does not constitute an oQer to sell or a solicitation of an 
oQer to purchase any securities or interest in a private investment vehicle managed by the Adviser (a 
“Fund”). Any such oQer or solicitation may only be made at the time a qualified oQeree receives the 
private placement memorandum, subscription agreement and other oQering documentation for the 
applicable Fund (collectively, the “OQering Materials”). Prospective investors are strongly 
encouraged to review the OQering Materials carefully and consult with their own financial, legal and 
tax advisors, before investing. In the event of any discrepancies between the information contained 
herein and the OQering Materials, the OQering Materials will control. Nothing herein should be 
construed as investment advice or as an opinion regarding the appropriateness or suitability of any 
investment or strategy. Investors should understand that investing is inherently risky and comes with 
the potential for principal loss. 

The information herein has been prepared by the Adviser and is preliminary, based on unaudited 
information, and is subject to change at any time without notice. While all the information presented 
herein is believed to be accurate, the Adviser makes no express warranty as to the completeness or 
accuracy of the information. The Adviser’s research is based on current public information that is 
considered to be reliable; however, the Adviser makes no representation that the information is 
accurate or complete, and it should not be relied on as such. The Adviser’s views and opinions 
expressed in this presentation are current as of the date of this report and are subject to change. 

Performance shown is historical and is not indicative of, nor does it guarantee, future results. 
Performance among investors may vary depending upon the date(s) of capital contributions and 
withdrawals, new issue eligibility, and fee arrangements. 

Apis OQshore Capital, Ltd. (“Flagship” or “Flagship Fund”) launched on 4/16/04. Thus, returns for 
April 2004 are only from 4/16-4/30. Investment returns are for an unrestricted (new issue eligible) 
investor net of all fees and expenses, including a management fee equaling 1.5% and an annual 
performance allocation equaling 20% of the net appreciation in the investor’s capital account. 

Apis Global Deep Value, LP (“Deep Value” or “Deep Value Fund”) launched on 11/01/05. Investment 
returns since inception shown apply the currently oQered fee structure for an unrestricted (new issue 
eligible) investor net of all fees and expenses, which includes a management fee equaling 2% and an 
annual performance allocation equaling 20% of the net appreciation in the investor’s capital 



account. This fee structure began being oQered in June 2007. Thus, performance prior to this date 
applies this higher fee structure model to be more representative of the impact of fees a new investor 
would be subject to. 

Apis Global Discovery Fund, LP (“Global Discovery” or “Discovery Fund”) launched on 1/1/20 (the 
legal entity was repurposed from our former research portfolio, Hapa Fund, LP). Investment returns 
are for an unrestricted (new issue eligible) investor net of all fees and expenses including a “1 or 30” 
fee structure, which is calculated as the greater of a management fee equaling 1% or an annual 
performance allocation equal to 30% (calculated as 30% of the diQerence between the Global 
Discovery Fund’s performance – only when positive – and the MSCI** benchmark index as detailed 
below). Also included is an approximate 0.50% expense cap on certain professional fees. 

A complete discussion of the fees and expenses associated with a Fund is contained in its OQering 
Materials. 

Any returns shown for a particular subset of a portfolio’s investments are gross, meaning they do not 
include the Fund’s fees and expenses. These subset returns are shown for informational purposes 
only. Please refer to the net return presented as investors do not experience the return of any 
particular subset of investments but rather the entire portfolio after fees and expenses. 

Any investment examples discussed are for illustrative purposes only. The investment examples were 
selected based on objective, non-performance-based criteria, namely that such investments, in the 
adviser’s opinion, are illustrative of the adviser’s investment process. The investment examples were 
not chosen to demonstrate their profitability or the expected performance of any Fund’s portfolio. 
The reader should not assume that an investment in the positions identified was or will be profitable. 

Certain information contained in this presentation constitutes “forward-looking statements,” which 
can be identified by the use of forward-looking terminology such as “may,” “will,” “should,” “expect,” 
“anticipate,” “target,” “project,” “estimate,” “intend,” “continue” or “believe,” or the negatives thereof 
or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual 
events or results or the actual performance of the fund may diQer materially from those reflected or 
contemplated in such forward-looking statements. Prospective investors in the Fund should not rely 
on these forward-looking statements in deciding whether to invest in the fund. 

Any reference to an index does not imply that any Fund will achieve returns, volatility or other results 
similar to the index. The total returns for the index do not reflect the deduction of any fees or expenses 
which would reduce returns. The Fund’s investment strategy is not restricted to the securities and 
instruments comprising of any one benchmark or index. As such, the performance of the Fund is not 
directly comparable to any one benchmark and as a result the Fund’s performance may be 
significantly diQerent than that of any benchmark you compare the Fund’s performance to. 
Benchmarks and indices you may compare the Fund’s performance to may, among other reasons, 
not be available for direct investment, may be unmanaged, may not account for trading commissions 
and costs or management and performance fees, and may have a diQerent trading strategy. 

  



MSCI* refers to the MSCI ACWI Index: the MSCI ACWI Index captures large- and mid-cap 
representation across 23 developed markets (DM) and 24 emerging markets (EM) countries. With 
2,897 constituents, the index covers approximately 85% of the global investable equity opportunity 
set. 

MSCI** Refers to MSCI ACWI SMID Cap Index: The MSCI ACWI SMID Cap Index captures mid- and 
small-cap representation across 23 Developed Markets (DM) and 24 Emerging Markets (EM) 
countries. With 7,861 constituents, the index covers approximately 28% of the free float-adjusted 
market capitalization in each country. 


