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10 Year Treasury Yield – The “Risk Free Rate”
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Real Fed Funds Rate
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What Makes Us Different

Behavioral Edge
We take a longer-term view and have the 

ability to tolerate market swings. 

Leads Us To

Our behavioral edge comes from our ability to tolerate market volatility. As a result, our investment process
concentrates on understanding the long-term normalized earning power of a business well before the “investing
herd” gains interest.

Analytical Edge

Within the context of a longer-term 
perspective and 30+ years of experience, 
we have the ability to develop a different 

conclusion than that of the market.           

Informational Edge

Our network of industry relationships, 
focus on deep primary research, and 

experience serving on company boards, 
provides us with more pieces for 
building our information mosaic.
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Traditional Value Investor Bias

“If you want to have a better performance than the
crowd, you must do things differently from the crowd.”

Sir John Templeton

Page 5

Investing 
Checklist

 Is this company cyclical?

 Is the business tied to commodity prices?

 Is the balance sheet levered?

 Are shares trading near 52 week highs?



Understanding the Value of Capital Cycles: Fundamentals

Economic cycles resemble Schumpeter’s process of 
creative destruction:

New entrants 
attracted by prospect 

of high returns: 
Investors Optimistic

Rising competition 
causes returns to fall 
below cost of capital: 

Share Price 
Underperforms

Business investment 
declines, industry 

consolidation, firms 
exit:

Investors Pessimistic

Improving supply side 
causes returns to rise 
above cost of capital: 

Share Price 
Outperforms

Source: Capital Returns, Edward Chancellor, editor (2015)
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Understanding the Value of Capital Cycles: Market Reaction

“A business which sells at a premium does so because it earns a large return upon its capital; this large return attracts competition;
and generally speaking, it is not likely to continue indefinitely. Conversely in the case of a business selling at a large discount
because of abnormally low earnings. The absence of new competition, the withdrawal of old competition from the field, and other
natural economic forces should tend eventually to improve the situation and restore normal rate of profit on the investment.”

Security Analysis (1934)

Benjamin Graham & Dodd Dodd
Source: Barclays
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A Map of the Homebuilding Industry
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Materials Manufacturer

Windows & Doors

Cabinetry & Fixtures

Roofing, Siding & Insulation

Flooring & Carpets

Structural Board

National 
Homebuilder 

Regional 
Homebuilders

Big Box RetailPro-Segment

Specialty

Distributors

HVAC
Wallboard

Plumbing

Lighting

Molding & Trim

Architectural Paint

Contractor

Homebuilders

Engineered Wood Panel / OSB

Source: Robotti & Company Advisors



Louisiana-Pacific Corporation (NYSE:LPX)

Source: LPX Financial Statements, S&P Capital IQ
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(in USD as of 1/10/22)

• LP Building Solutions is a leader in strand-based engineered
wood siding products that meets the demand of builders,
remodelers and homeowners worldwide.



Understanding the Capital Cycle
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30% Increase in 
North American 
OSB Capacity

New entrants attracted by 
prospect of high returns: 

Investors Optimistic

Source: Norbord Q2 2017 Investor Presentation



Industry Consolidation

In 2002 the top 5 North American Producers 
accounted for 69% of North American Capacity.

Pre-Housing Crisis (~2006):
• 11 OSB producers in North America 
• Top 5 = 74% market share

Today:
• 9 OSB producers in North America
• Top 5 = 81% market share
• (Top 6 = 89% market share)
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Source: Norbord Q3 2019 Investor Presentation, Norbord Q4 2019 Earnings Presentation



The World’s Largest OSB Producer

Source:    LPX Investor Presentation (5/13/21)
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LP SmartSide:  Trim & Siding Driving Growth
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Source:    LPX Investor Presentation (5/13/21)



LPX: Selected Financial Data
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Source:    LPX Q3 2021 Earnings Presentation (11/2/21),  LPX Financial Statements, Capital IQ



WLK: Chemical Production
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Slide discussing PVC market and growth in 
building products

Source: WLK Investor Presentation



Westlake: Active in Consolidation
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Source:    WLK Investor Presentation



WLK: A Timely Acquisition
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Source: WLK Investor Presentation



Caustic Soda: An Industry in Flux

Page 18
Source: OLN Investor Presentation



Disclosure: Ownership Information

Disclosures
Louisiana Pacific

(NYSE:LPX)

Westlake 
Chemical 

Corporation 
(NYSE:WLK)

Bob Robotti and/or members of his household has a 
financial interest in the following securities

Yes Yes

Robotti & Company or its affiliates beneficially own 
common equity of the following securities

Yes Yes

Robotti & Company or its affiliates beneficially own 
1% or more of any class of common equity of the 
following securities

No No

Bob Robotti serves as a Director or Officer or 
Advisory Board Member of the following securities

No No

Disclaimer: Analyst Compensation: While this report is not a research report of any broker or dealer, compensation of analysts of the Firm is
based on: (1) the analyst’s productivity, including the quality of the analyst’s research and the analyst’s contribution to the growth and
development of our overall research effort; (2) ratings and direct feedback from our investing clients, our sales force and from independent
rating services. The Firm’s management is responsible for establishing these compensation guidelines and for reviewing and approving
compensation. Analyst contribution (if any) to the investment banking business of any affiliate of the Firm is not a factor in determining his/her
compensation for either entity and compensation is not, directly or indirectly, related to the specific recommendations or views expressed in the
report.

Analyst Certification: The author certifies that the views expressed in this financial model accurately reflect his personal views about the subject
securities or issuers and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations
or views contained in this presentation. The author, from time to time, may have long or short positions in, and buy or sell, the securities, or
derivatives (including options) thereof, of companies mentioned herein. This is not a complete analysis of every material fact regarding any
company, industry or security.



Disclaimer
Robotti & Company Advisors, LLC (the “Firm”) is not providing investment advice through this material. This presentation is provided for
informational purpose only as an illustration of the firm’s investment philosophy and shall not be considered investment advice or a
recommendation or solicitation to buy or sell any securities discussed herein, and does not contain enough information to be considered a
recommendation or a research report.

As of the date of this presentation the firm continues to own the securities discussed herein. These opinions are not intended to be a forecast of
future events, a guarantee of future results, or investment advice. Past performance is not indicative of future results, and no representation or
warranty, express or implied, is made regarding future performance.

Robotti & Company Advisors, LLC or its affiliates may engage in securities transactions that are inconsistent with this communication and may
have long or short positions in such securities. The information and any opinions contained herein are as of the date of this material, and the firm
does not undertake any obligation to update them.

This material does not take into account individual client circumstances, objectives, or needs and is not intended as a recommendation to any person
who is not a client of the firm. Securities, financial instruments, products or strategies mentioned in this material may not be suitable for all
investors. The Firm does not provide tax advice. Investors should seek tax advice based on their particular circumstances from an independent tax
advisor.

In reaching a determination as to the appropriateness of any proposed transaction or strategy, clients should undertake a thorough independent
review of the legal, regulatory, credit, accounting and economic consequences of such transaction in relation to their particular circumstances and
make their own independent decisions. By virtue of this publication, neither the Firm nor any of its employees shall be responsible for any
investment decision.

This confidential presentation contains information that has been compiled, by the Firm, from sources believed to be reliable; however, there can be
no guarantee as to the accuracy or completeness of such information. It also contains statements, estimates and projections made by various third
party companies with respect to their historical and projected performance. There can be no assurance that such statements, estimates and
projections will be realized and actual results may vary materially from those indicated. This report may discuss numerous securities, some of
which may not be qualified for sale in certain states and may therefore not be offered to investors in such states. This document should not be
construed as providing investment services. Investing in non-U.S. securities including ADRs involves significant risks such as fluctuation of
exchange rates that may have adverse effects on the value or price of income derived from the security. Securities of some foreign companies may
be less liquid and prices more volatile than securities of U.S. companies. Securities of non-U.S. issuers may not be registered with or subject to
Securities and Exchange Commission reporting requirements; therefore, information regarding such issuers may be limited.

Robotti & Company Advisors, LLC, is an SEC registered investment adviser. A copy of the firm’s Form ADV, Part 2 is available upon request.
Additional information about the Advisor is also available on the SEC’s website at www.adviserinfo.sec.gov.



Questions

Bob Robotti
kessler@robotti.com

Robotti & Company Advisors, LLC
60 East 42nd Street

31rd Floor
New York, NY 10065

+1 212 986 4800
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