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Disclosures
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General Disclosures:

Quo Vadis Capital, Inc. (“Quo Vadis”) is an independent research provider offering research and consulting services.  The research 
products are for institutional investors only. This is not investment advice or an advertisement.  Please seek advice from your
investment advisor.

The price target, if any, contained in this report represents the analyst’s application of a formula to certain metrics derived from actual 
and estimated future performance of the company. Analysts may use various formulas tailored to the facts and circumstances 
surrounding a specific company to arrive at the price target. Various risk factors may impede the company’s securities from achieving 
the analyst’s price target, such as an unfavorable macroeconomic environment, a failure of the company to perform as expected, the 
departure of key personnel or other events or circumstances that cannot be reasonably anticipated at the time the price target is 
calculated. Quo Vadis may change the price target on this company without notice. Additional information on the securities mentioned 
in this report is available upon request. This report is based on data obtained from sources Quo Vadis believes to be reliable; however, 
Quo Vadis does not guarantee its accuracy and does not purport to be complete.  Opinion is as of the date of the report unless labeled 
otherwise and is subject to change without notice. Updates may be provided based on developments and events and as otherwise 
appropriate.  Updates may be restricted based on regulatory requirements or other considerations. Consequently, there should be no 
assumption that updates will be made.  Quo Vadis disclaims any warranty of any kind, whether express or implied, as to any matter 
whatsoever relating to this research report and any analysis, discussion or trade ideas contained herein. This research report is 
provided on an "as is" basis for use at your own risk, and neither Quo Vadis nor its affiliates are liable for any damages or injury 
resulting from use of this information.  This report should not be construed as advice designed to meet the particular investment needs 
of any investor or as an offer or solicitation to buy or sell the securities or financial instruments mentioned herein. This report is 
provided for information purposes only and does not represent an offer or solicitation in any jurisdiction where such offer would be 
prohibited.  Commentary regarding the future direction of financial markets is illustrative and is not intended to predict actual results, 
which may differ substantially from the opinions expressed herein.  Past performance is not a guide to future performance, future 
returns are not guaranteed, and a loss of original capital may occur.

The analyst who is the author of this report does not have a position in shares of the companies that are the subjects of this report.  
However, Quo Vadis prohibits analysts from trading in a way that is inconsistent with opinions expressed in reports [subject to 
exceptions for unanticipated significant changes in the personal financial circumstances of the analyst]. 

This report may not be reproduced in part or in whole without permission.  Please do not redistribute this report.   

Reg AC Certification:

All of the views expressed in this research report accurately reflect the research analyst's personal views about any and all of the 
subject securities or issuers. No part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed by the research analyst in the subject company of this research report.  



Introduction – About Me

Greek-American, born Germany, based in France

Philosopher by training

Equity analyst since 1999

Founded Quo Vadis Capital in 2017

Kenyon College & University of Oxford

Wall St. Journal “Best on the Street” 
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Introduction – About Quo Vadis Capital

Founded 2017

Provide single-stock research to professionals

Manage separate accounts for individuals

Focus is consumer sector  
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Today’s Agenda

Identify sources of error in value investing 
using three analogies

Review Quo Vadis Capital process for 
evaluating stocks & portfolio management to 
evade these problems

Have fun 
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Conflict #1

The Birmingham 
Screwdriver
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Conflict #1

An unfair slur on residents of the British 
Midlands, the Birmingham Screwdriver = A 
Hammer

The Value Investor Birmingham Screwdriver is 
overusing valuation filters in stock selection

7



Conflict #1

The impact of overuse of P/E, EV/ EBITDA, P/B 
or other measures is often a source of error

Most famous example is Buffett passing on 
Amazon 

Margin of safety is not found (only) in paying a 
low multiple
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Conflict #1

Instead, our approach is based on segmenting 
businesses, identifying economic drivers 

Conduct valuation analysis & look for margin 
of safety after determining future drivers of 
cash flow and earnings which may be hidden

9



Conflict #1

An example: 2020 IPO Academy Sports (ASO) 
$4B market cap 

Using Value Investor Birmingham Screwdriver 
ASO screens cheap but can we go further and 
demonstrate how cheap it really is?
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Conflict #1

We will use a Quo Vadis proprietary unit-level 
valuation approach

1. Break out the current cash flows of existing 
businesses, and assign a value

2. Estimate future cash flows from growth, 
which we value using a unit-level DCF

3. Evaluate market value vs. our estimates of 
core + growth
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Conflict #1

Step 1. Value of ASO’S existing Biz = After-tax 
EBIT + D&A – Maintenance Capex

Shares currently trade below $50, pricing in 
25% decline in profitability 
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FCF per share

Value per share 

on 12% yield

Steady State $8.08 $67.33

Grows 5% $8.48 $70.70

Decreases 25% $6.06 $50.50



Conflict #1

Step 2. To value ASO’S Growth (~90 New Stores 
over 5 years) we run a unit-level DCF 

Yields a $2.2B or $26 per share value for growth
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Quo Vadis Capital - Discounted Cash Flow Store-Level Valuation Calculator Academy Sports

$ million, unless otherwise noted

Inputs Notes

Valuation Date 9/29/2022 The store level valuation tool estimates

Operating Inputs ($M) the value of individual stores based estimated

First Year Revenue ($M)  2023 EST. $18.7 cash-flows at the store level over 10 years

Capex Per Store ($M) $2.3 and without allocating any corporate 

EBITDA (store-level CF margin) 21.5% or distribution related expenses.  It assigns

Depreciation $0.2 value of zero to the terminal value. 

Amortization $0.0

Maintance Capital Expenditures $0.1

Working Capital (1x) $2.3 Outputs

Rate Inputs (%) Store Value ($M) $24.7

Interest Rate (Discount Rate) 8.50% Store Value / 2022 Revenue 1.3x

Short Term Revenue Growth Rate (immature) 4.91% Store Value / 2022 EBITDA 6.1x

Long Term Revenue Growth Rate (at maturity) 2.90% Value Creation (Multiple to Capex) 11.0x

Tax Rate 24.00%



Conflict #1

Step 3. Compare to market value of Academy 
Sports (ASO) at $45 per share

Market is focused on risk to existing business 
& pricing in large decline

Nothing is being factored in for growth, 
based on our analysis 

Significant valuation moat in the stock
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Conflict #2

The Penrose 
Heuristic 
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Conflict #2

Sir Roger Penrose is a mathematician, 
physicist & philosopher, awarded the Nobel 
prize in 2020

Among his many achievements and 
discoveries, he published, in 1958, together 
with his father, an “Impossible figure”
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The Penrose 
Triangle 
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Conflict #2

A heuristic is a shortcut – the substitution of a 
simple process that generates an approximate 
result for a more complicated & precise 
analysis  

Value Investors use a “Penrose Heuristic” 
when they analyze a stock via comparison to 
a similar case (turn around the triangle)
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Conflict #2

Our view: analysis via comparison is tempting 
but a significant source of error

Instead, our approach: treat every company & 
every situation as if it were unique 
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Conflict #2

Quo Vadis Capital approach to stock analysis is 
based on unit level economics

Evaluate business models by breaking them 
apart into segments & solving for the 
economic drivers
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Conflict #2

An example: Recent IPO Dutch Bros. Coffee 
(BROS) $6B market cap 

Using the Penrose Heuristic (analysis by 
comparison) it appears to be an early-stage 
high ROIC compounder (i.e. Next Starbucks)
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Conflict #2

Our work segmented profit drivers of 
franchisee revenues and company-operated 
stores, solving for unit level ROIC

We found nearly all profit coming from 
franchisees and below-average ROIC at 
company operated stores 
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Conflict #2

BROS unit economics (red arrow) screen below 
average (black bar) and well below SBUX…
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Source:  Company reports & Quo Vadis Capital, Inc. estimates, based on 2022 figures

LEASE-ADJ. UNIT LEVEL ROIC RATIO OF UNIT SALES TO INVESTMENT 
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Conflict #2

With a precise view on profit drivers & peer 
compare

Conclude that BROS is not exceptional high-
ROIC compounder

Significant valuation premium is unwarranted
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Conflict #3

Schrödinger's Cat
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Conflict #3

Erwin Schrödinger was an Austrian physicist 
and philosopher & awarded the Nobel Prize in 
1933

He did not like cats
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Conflict #3

Schrödinger set up an experiment with cat in a 
box and a poison gas pellet that would be 
triggered by a random event
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Conflict #3

The cat experiment is one view about
uncertainty in outcomes – resulting in a 
Paradox (cat’s alive & dead at the same time)

Little known subvariant: Value Investor 
Schrodinger's Cat Uncertainty Paradox

Also about uncertainty
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Conflict #3

The Value Investor Schrodinger Cat subvariant 
Paradox 

Arises when value investors conflate uncertainty 
in the present with uncertainty in the future

A belief that the quantity of uncertainty in the 
future can change is a significant source of error
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Conflict #3

Our view: Uncertainty in the future does not 
come from current conditions, it comes from 
Rumsfeld’s “unknown unknowns”

Instead, our approach based on the view that 
uncertainty is constant not variable 
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Conflict #3

We 1) stick with a consistent valuation 
framework and 2) remain fully or near-fully 
invested

Invest in durable business models, with solid 
balance sheets and capable management 
teams that we trust to navigate future 
challenges 

Don’t try to manage uncertainty with 
exposure or keep the cat alive & dead
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Summary – Three Sources of Error

1. Value Investor Birmingham Screwdriver: 
Overuse of valuation screens resulting in 
missed opportunities 

2. Penrose Heuristic: Analysis by similar case 
rather than treating each situation as unique

3. Value Investor Schrödinger's Cat subvariant 
Paradox : Conflating future uncertainty with 
current conditions

34



Summary – Quo Vadis Capital approach 

1. Break businesses into existing and growth 
components and compare value of cash flows 
to market value

2. Focus on unit level economics, identify & 
evaluate drivers of value

3. Acknowledge uncertainty in future is 
constant, not variable & position accordingly
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ΤΕΛΟΣ
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