
  
 

______________________________ 
(1) Sohra Peak Capital Partners LP launched 7/22/2021; results for the partnership and S&P 500 Index are presented from that date forward. 

(2) Returns are presented unaudited for a theoretical Limited Partner net of expenses, 1% management fee, and 15% performance allocation. 

(3) S&P 500 index returns include dividends reinvested. Please refer to the disclaimer at the end of this letter regarding comparison to indices. 

(4) Source: Yen Liow, The Game Within The Game, MicroCapClub: https://microcapclub.com/2021/10/the-game-within-the-game-by-yen-liow/ 

Jonathan A. Cukierwar, CFA 

601 Lexington Ave, 20th Fl 

New York, NY 10022  

Tel: +1 (212) 209-7143 

Email: jc@sohrapeakcapital.com 

October 28, 2021 

 

Dear Partners and Friends, 

 

Our partnership recorded a gain of +9.5% net of all fees, expenses, and allocations for the period ending 

September 30, 2021. Over the same period, the S&P 500 recorded a loss of -0.9% including dividends. 

 

 
 

Returns for the partnership’s first months of operation have been encouraging. I must caution that most 

quarters will not see our partnership outperform the S&P 500 by 10.4%, and quite likely far from it. To 

reinforce my expectations, if our partnership were to outperform the S&P 500 annually by 10.4%, I would 

be thrilled. What I can expect with far more certainty is the presence of volatility in our returns. The 

divergence between price and intrinsic value of long-term investments in public markets, while ultimately 

converging over the long-term, seldom sees a straight-line to convergence. Rather, share prices withstand 

unpredictable bumps and snags along the way, even those of the best long-term performing companies. 

 

This point was recently well illustrated by fund manager Yen Liow, who shared his study of 100s of 

companies whose share prices have compounded by at least 20% annually over rolling decades.4 In other 

words, a study of among the best long-term performing stocks on record. He found that the average stock 

price experienced a drawdown of 15%+ multiple times per year, a drawdown of 20%+ in most years, and 

a drawdown of 50%+ at least once each decade. Yet, despite the volatile short-term results, investors who 

held on to these stocks over the long-term were rewarded generously for their patience. I encourage you to 

join me in taking a long-term view of our returns as we move forward. 

 

Our Differentiated Approach 

 

To everyone who read our first letter, thank you for your interest. If you haven’t yet, I recommend reading 

it to gain a thorough understanding of our investment approach. In that introductory letter to partners, we 

defined the elements that we believe make our investment approach differentiated and repeatable. Simply 

put, at Sohra Peak, we conduct deep fundamental research to make high-conviction, long-term, 

concentrated investments in predominantly small-cap, globally domiciled companies. The below table 

highlights key portfolio composition metrics as of September 30, 2021: 

 

 

Period
(1)

Partnership Returns
(2)

S&P 500 Returns
(3)

Q3 2021 9.5% (0.9%)

Number of Holdings: 8    Weighted Average Market Cap
5
: $2.18B

Top 5 Holdings Concentration: 75.8%    Investments ex-U.S.
6
: 82.3%
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______________________________ 
(5) Calculated as the sum of each portfolio holding’s market capitalization multiplied by its corresponding portfolio weight. Excludes cash. 

(6) Measured as the percentage of portfolio assets, excluding cash, invested in companies listed on securities exchanges outside of the U.S. 

(7) Mader Group was founded in 2005; its earliest publicly available revenue data point of $4.5MM is from 2009.  
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As you can see in this table, our portfolio composition is consistent with our approach. I do expect that our 

typical number of holdings will be between 8-15 which suggests that our portfolio at period end was at least 

somewhat more concentrated than it usually might be. We accepted new subscriptions for the quarter 

beginning October 1 which also gave us the benefit of reducing our concentration in our largest holdings 

without having to sell a single share, especially considering that these holdings had grown through price 

appreciation to become significantly larger than their initial sizes. We are currently researching several new 

exciting investment opportunities which could be additions to the portfolio in the coming months. 

 

With the S&P 500 continually setting all-time highs and the largest U.S. companies trading at historically 

elevated multiples, we continue to find value by seeking out the smaller, relatively unknown companies 

building great businesses in economies throughout the globe. We remain convinced that obsessively 

adhering to this approach gives us a durable competitive advantage in the hunt for exceptional returns. 

 

Mader Group 

 

One example of a holding that fits squarely within our focus of undiscovered, undervalued, high-quality 

companies is a micro-cap company Mader Group (MAD) which trades on the Australian Securities 

Exchange. Our average cost basis per share was approximately AUD $0.95, and as of the end of this prior 

quarter its share price stood at AUD $1.55, marking a +63% unrealized gain. We were able to build our 

position at 10x trailing net profits for a business that since 2009 has grown its revenues at a 42% CAGR 

and reaps returns on capital of over 25%.7 

 

We are particularly excited about Mader Group’s long-term prospects for reasons we will elaborate upon 

below. It is worth noting that at our time of investment, Mader Group had a market capitalization of under 

USD $150MM, limited liquidity, and only one covering sell-side analyst, all structural reasons that likely 

continue to explain its low institutional ownership. Finding compelling opportunities such as this one that 

are seemingly unknown to the investment community reminds us of the value of our bottoms-up idea 

generation process and reassures us of the advantages of our investment approach. 

 

Mader Group is an Australian-based, asset-light maintenance service provider for heavy on-site mining 

equipment. A common mine site anywhere in the world has a fleet of heavy mobile equipment such as haul 

trucks, graders, drill rigs, and excavators that perform essential functions for the site. These heavy machines 

eventually break down, and unfortunately for the mine site operator, repairing a 30-ton excavator is not as 

simple as fixing a bicycle. To repair the machine back to working order, if the mine site is already at full 

in-house maintenance capacity, they must call a maintenance service provider which deploys a diesel 

mechanic to the site. Maintenance service providers can be broadly separated into two categories: OEMs 

who manufacture the equipment and who also offer maintenance service (e.g., Caterpillar, Hitachi, 

Komatsu); and dedicated maintenance service providers (e.g., Mader Group).

 

From the mine site’s perspective, deciding which maintenance provider to call is highly dependent on the 

stage of the machine’s life cycle. If the breakdown occurs during the machine’s warranty period, which 

varies but typically covers the first 5,000 hours of a machine’s life, the mine site will contact the machine’s 

OEM who will then send a diesel mechanic to the site. However, given that a machine’s life usually spans 
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between 10,000 hours and 25,000 hours (and for some machines up to 100,000 hours), when the machine 

breaks down during the 50-80% of its useful life that occurs after the expiration of its warranty period, the 

calculus behind who to call for maintenance service changes dramatically, often in Mader Group’s favor. 8 

 

For breakdowns that occur during the latter stage, the important variables that enter a mine site’s decision-

making process for maintenance service have remained largely constant since Luke Mader founded his 

namesake company in 2005. Luke began his career as a diesel mechanic for one of the major OEMs where 

he observed that the ways OEMs were serving their clients’ maintenance needs were not very client 

friendly. For instance, while clients often need their machines fixed quickly, the soonest the OEMs are able 

to send a mechanic on-site can be at least one week. While over 95% of clients have equipment on site from 

multiple OEMs and inevitably incur clustered breakdowns among these machines, OEMs only repair their 

own machines, which means clients have to double, triple, or quadruple their maintenance outreach efforts 

to repair their fleets. And, because OEMs generate the bulk of their profits from machine sales and spare 

parts and generally view maintenance service as a necessary evil, they tend to run inefficient maintenance 

operations which results in unnecessarily high prices charged to clients. Luke saw an opportunity to solve 

these clients’ problems, so in 2005 he quit his job and founded his own company specializing in mine site 

heavy equipment maintenance with the goal of providing a significantly enhanced value proposition.  

 

Mader Group has since built an impressive nationally-scaled business by solving each of these problems 

better than the OEMs do, which has made it the highest value, lowest cost provider of heavy equipment 

maintenance service for mine site operators. Clients often prefer Mader Group because Mader Group’s 

technicians are brand agnostic and can fix any machine on site from any OEM, often have faster response 

times than OEMs, and on average charge ~30% less than OEMs post-expiration of warranty periods. To 

date, 68% of the country’s 518 mine sites have come to rely on Mader Group for maintenance service. 

Although non-OEM competitors exist in the form of smaller, fragmented maintenance service companies 

and labor houses, Mader Group in comparison possesses a significantly deeper bench of high-quality 

technicians with wider geographic reach which gives it the advantages of faster response times and the 

ability to say “yes” to a higher percentage of jobs. For context, Mader Group’s next-biggest competitor, 

founded just one year after Mader Group, only has 200 technicians compared to Mader Group’s 1,600 and 

hasn’t grown its technician base anywhere near Mader Group’s pace of over 1,000 net new hires since 2017. 

 

In our view, Mader Group’s position as a leader within its niche is likely to endure for many years. This is 

because of its structurally lower cost base and brand agnostic service compared to OEMs, its dominant lead 

in quantity of highly-skilled technicians compared to non-OEM competitors, its strong culture as a 

differentiator and barrier to success compared to competition in both of these groups, and the low 

probability of existential threat to the mining industry or the way mining is conducted anytime soon.

 

It is important to address how cyclicality impacts Mader Group’s business model. Although profits for most 

mining-linked companies are cyclical, profits for maintenance service providers are relatively resilient 

during downcycles. During a commodity downcycle, mine site operators often trim expenses by laying off 

in-house maintenance technicians and delaying maintenance needs that are not urgent. Operations may 

persist for a bit, but eventually too many machines break down to continue functioning without maintenance 

requests. The mine site, with more broken machines and a smaller in-house technician team than usual, is 

forced to contact a maintenance provider, at which point profit streams to Mader Group would resume. The 

company’s historical results suggest resiliency in revenues and profits across full industry cycles.  
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In addition to profit resiliency, downcycles have also historically strengthened Mader Group’s long-term 

competitive position and growth outlook, adding an element of anti-fragility to its business model. The 

company’s biggest bottleneck to long-term growth has traditionally been a scarcity of high-quality 

technicians available in the labor market. Downcycles are important because they become the phase during 

the industry cycle when labor is most available, as mine sites ordinarily lay off in-house technicians at 

meaningfully higher rates than during any other phases of the cycle. Evidencing a long-term view, Mader 

Group takes advantage of these opportunities and recruits unusually high numbers of technicians during 

these periods, which in turn improves long-term profit opportunity and competitive standing. 

 

Looking ahead, we believe the long-term TAM opportunity is significant relative to the company’s current 

size. Domestically, Mader Group continues to win business with new mine sites and expand its wallet share 

with existing mine sites. Domestic revenues continue to grow at healthy double-digit rates. The company 

has also recently expanded its on-site services beyond heavy mobile equipment maintenance to include 

fixed plant infrastructure maintenance which management believes can double the company’s long-term 

domestic profit opportunity. Internationally, Mader Group in our view is in the early innings of a potentially 

tremendous market opportunity in the U.S. and Canada as measured by run-of-mine production and mining 

GDP. We estimate the long-term global profit opportunity within existing verticals to be at least 3-5x 

today’s profits. Should Mader Group demonstrate early success in its pursuit of entering and scaling into 

new machine maintenance verticals (e.g., fixed plant maintenance, oil and gas, rail), we would be excited 

about the potential of these new segments to unlock additional recurring global profit streams. 

 

In the U.S., the status quo for maintenance service is also OEM-driven and appears just as inefficient as, if 

not worse than, it is in Australia. Many OEMs here charge even higher prices for maintenance service and 

the presence of sizable non-OEM maintenance providers is sparse. Mader Group has found early success 

in rolling out its disruptive business model to U.S. mine sites where annual operating profits have most 

recently grown +156% year-over-year and in just three years have come to comprise 20% of group profits. 

Furthermore, as of the latest fiscal year, U.S. operating margin was 23% compared to Australia’s of 9% and 

U.S. return on average assets was 38% compared to Australia’s of 20%, evidence to us of the considerable 

economic value that Mader Group is creating for itself and for its clients. Canadian entry is scheduled to 

commence by calendar year end. Many existing Australian clients have Canadian operations which the 

company believes will help jumpstart initial business, a benefit they didn’t have when entering the U.S. In 

addition, new geographic operations have historically reached profitability almost immediately, suggesting 

that new business wins in Canada will quickly be accretive to the bottom line. Management appears highly 

focused and optimistic about the long-term potential of its North American operations.

 

Our biggest questions regarding North America surround Mader Group’s ability to expand its client base 

to mine sites operating within each country’s largest commodity segments. Its current U.S. client roster is 

heavily skewed towards gold and copper sites, and it remains to be seen if Mader Group can succeed in 

winning clients among the coal and aggregates commodities which comprise the majority of U.S. mining 

production value. Similarly, the majority of Canadian opportunity exists within the aggregates and oil sands 

commodities, which Mader Group must prove it can penetrate. Given that all of the above commodities 

have heavy overlap in core heavy mobile equipment on site, Mader Group’s ability to service these sites 

and client value proposition should continue to be unchanged across commodities and regions. 
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After 16 years of consistent success, this company has made the journey seem easy, but we recognize that 

building a great people-based business requires carefully creating and sustaining a culture that attracts 

talent, maximizes retention, and motivates employees to give their best efforts every day. Top management 

deserves ample credit for this. We enjoy hearing stories of Luke Mader, CEO Justin Nuich, and other 

executives making efforts to get to know each of the company’s 1,600+ technicians and warmly welcoming 

them to the Mader Group family. We also sleep well at night knowing that 77% of shares are held by 

insiders, including 57% owned by Luke Mader, who have aligned interests and are working hard on our 

behalf to maximize long-term KPIs that should translate well to shareholder value.  

 

As of quarter end, Mader Group’s shares were trading at 14x our estimate of Owner’s Earnings and at a 

significant discount to our estimate of intrinsic value. We note that service vehicles, the company’s 

significant asset group, are depreciated over 4-5 years but in practice often have useful lives of 8-10 years, 

resulting in net profits that we believe understate true economic earnings. With management guiding to a 

midpoint of +24% annual net profit growth for FY 2022 and most recently reporting Q1 FY 2022 year-

over-year revenue and profit growth of over +30%, we feel confident that execution will continue over the 

coming quarters. We also view the forward-looking risk-reward profile as asymmetric. Should efforts in 

North America stall, we own a company generating a 6-7% Owner’s Earnings yield with significant growth 

opportunity remaining in Australia and in our view a durable competitive position, suggesting low long-

term downside risk. If Mader Group prospers in North America in a big way, we believe the sky is the limit. 

We think the odds are in our favor that Mader Group will continue to build upon its long track record of 

success and capture much of the large global opportunity available to them in the years to come. 

 

Closing Thoughts 

 

I deeply appreciate the outpour of interest and support many of you have expressed during these early 

months of the partnership. We have a lot to accomplish, and I am excited about our partnership’s future.  

 

If you wish to learn more about the partnership or are interested in becoming a limited partner, please feel 

free to reach out to me by phone or email. Our partnership welcomes introductions to new investors who 

are aligned with our philosophy and with our long-term approach. Accredited Investors interested in 

receiving future partnership letters can also register on our website at www.sohrapeakcapital.com/contact. 

 

I appreciate the trust you have placed in me to invest your hard-earned capital, as I currently have the 

significant majority of my wealth invested right alongside you. Enjoy the fall. I look forward to writing to 

you again next quarter. 

 

Sincerely, 
 

 
 

Jonathan A. Cukierwar, CFA 

Manager of Sohra Peak Partnership LLC, the General Partner of Sohra Peak Capital Partners LP 
 

 

http://www.sohrapeakcapital.com/contact
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Disclaimer 

 

This report is based on the views and opinions of Jonathan A. Cukierwar, which are subject to change at any time 

without notice. The information contained in this report is intended for informational purposes only and is qualified 

in its entirety by the more detailed information contained in the Sohra Peak Capital Partners LP offering memorandum 

(the “Offering Memorandum”). This report is not an offer to sell or a solicitation of an offer to purchase any investment 

product, which can only be made by the Offering Memorandum. An investment in the Partnership involves significant 

investment considerations and risks which are described in the Offering Memorandum. The material presented herein, 

which is provided for the exclusive use of the person who has been authorized to receive it, is for your private 

information and shall not be used by the recipient except in connection with its investment in the Partnership. Sohra 

Peak Partnership LLC is soliciting no action based upon it. It is based upon information which we consider reliable, 

but neither Sohra Peak Partnership LLC nor any of its managers or employees represents that it is accurate or complete, 

and it should not be relied upon as such. Performance information presented herein is historic and should not be taken 

as any indication of future performance. Among other things, growth of assets under management of Sohra Peak 

Capital Partners LP may adversely affect its investment performance. Also, future investments will be made under 

different economic conditions and may be made in different securities using different investment strategies. The 

comparison of the Partnership's performance to a single market index is imperfect because the Partnership's portfolio 

may include the use of margin trading and other leverage and is not as diversified as the Standard and Poor's 500 Index 

or other indices. Due to the differences between the Partnership's investment strategy and the methodology used to 

compute most indices, we caution potential investors that no indices are directly comparable to the results of the 

Partnership. Statements made herein that are not attributed to a third-party source reflect the views, beliefs and 

opinions of Sohra Peak Partnership LLC and should not be taken as factual statements. 

 

 

 


