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Many Wall Street strategists are expecting M&A to pick up in the first half of 2025 given M&A volumes 
as a percentage of GDP remain at historical lows. We suspect volumes were depressed due to a combination 
of higher rates and a feeling of a more adversarial regulatory environment. Pier 88 submits that many 
traditional long only and hedged strategies have structural biases that could prevent them from fully 
capitalizing on an impending M&A wave. We believe the Pier 88 Lake Geneva strategy has a decade plus 
track record demonstrating a robust investment process that can benefit from an M&A cycle (over 60 Pier 
88 portfolio companies taken out by M&A or PE transaction since 2013.)  

In our view it is important to understand why companies get acquired before trying to invest thematically 
in M&A. Our research suggests that companies get bought for 4 main reasons: Adjacency – expanding 
product offerings to enter new markets; Innovation – leveraging R&D and core competencies to increase 
product portfolios; Scale – growing size and reach to capture market share; and Financial – unlocking value 
through expertise, restructuring and flexibility of the private markets. We lump private equity take-outs into 
the financial bucket but acknowledge that one could describe a company strategy like Broadcom, Symantec 
or Computer Associates, as financially driven M&A. Below is a chart depicting our portfolio exits since 
the strategy’s inception in October 2013.1  

 

                                                             
1 Not all acquisitions are profitable. The positions can be acquired at a price that is less than the price at which the Firm purchased its interests for its clients. The information is 
being shown to reflect the Firm’s ability to select investments that are likely to be acquisition targets and not to reflect any positive investment experience. The holdings identified 
do not represent all of the securities purchased, sold, or recommended for Pier 88’s clients. It should not be assumed that investments made in the future will be profitable or will 
equal the performance of the securities in this list. Additional information, including (I) the calculation methodology; and (ii) a list showing the contribution of each holding to the 
account’s performance during the period will be provided upon request. Past performance is not indicative of future results.   
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And although we agree that there is a cyclical nature of M&A, our experience suggests that there remains 
continuous demand for M&A in innovation sectors as companies realize they are behind technically and 
pursue an acquisition to bolster capabilities. Timing M&A is challenging and one we think is not worth 
trying; there are so many variables including having a willing seller. Our experience suggests that 
management teams with stocks that have corrected due to a market sell off, tend to have a hard time getting 
excited about a bid at a lower price. Ironically, it is often the market sell off and lower stock price of the 
target that gets a buyer more excited. It often takes a period of time at a depressed stock level for a founder 
or management team to be more receptive to a more modest offer. This creates a waiting period wherein a 
smaller or midcap company languishes in a no man’s land as long only growth managers are not interested 
in owning a broken growth stock where the chart looks anemic.  Moreover, long only value managers are 
not interested as often the small and midcap growth companies have no real earnings yet so the stock is not 
“cheap enough” while hedge funds focused on a shorter time horizon may not have the ability to wait for 
the stock to work.  

The other structural barriers we see to capitalizing on M&A are “benchmark hugging” in the long only 
world and “pair trading” for hedge funds. Our own conversations with allocators focusing on periods of 
underperformance makes us sympathetic. Managers feel the pressure after a period of underperformance to 
a benchmark. This often leads a portfolio manager to own more names and to closet index or hug a 
benchmark. More names in a portfolio dilutes the impact of M&A if the manager got lucky to own a 
position; however, often the manager is reluctant to stray too far from the benchmark and thus not exposed 
to the target. Our friends in the long short hedge fund world, have shared their collective experience of what 
happens during an M&A event. If the pair trade involves two companies in the same industry, news of the 
transaction often causes many names in the same industry to appreciate on the news thus causing the manger 
to lose on the short. Imagine the pain that some managers felt who were long AVGO/short CA the day 
AVGO acquired CA!  

Knowing the above structural constraints for many investors, we created the Lake Geneva Strategy to 
pursue a simple elegant thesis: identify the most attractive growth business in an industry, maintain a 
disciplined approach to risk/reward parameters and portfolio construction, and take the long view. Our 
strategy is to be patient growth investors knowing that we could win long term if the companies grew into 
massive franchises, and if the market short term behavior could not see what we could see, a larger industry 
player or private equity player would.  

Fundamentally, the Lake Geneva Strategy is focused on companies levered to multi-year secular growth 
opportunities. We believe our portfolio companies are building innovative businesses that are not only 
taking market share in their respective industries, but their depressed valuations will also lead to an 
environment of accelerated M&A by larger industry players and take-outs by private equity firms. Our 
decade long investment strategy has demonstrated that the larger industry players look externally to 
augment internal R&D capabilities. The data has been fairly consistent with 5-6 acquisitions per year. This 
trend is not cyclical in our view. It’s part and parcel of the secular growth sectors – companies tend to 
gravitate to the same growing market trends, and often need to look externally to help them get there. 

We are grateful for our clients and sincerely believe that being a steward of assets for others is an honor 
and privilege.  

Frank Timons 

CEO 

Pier 88 Investment Partners 
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Disclosures 

This presentation is not an offer to sell securities of any investment fund or a solicitation of offers to buy any such securities. Securities of Pier 88 
(the “Fund”) are offered to selected investors only by means of a complete offering memorandum and related subscription materials which contain 
significant additional information about the terms of an investment in the Fund (such documents, the “Offering Documents”). An investment in 
any strategy, including the strategy described herein, involves a high degree of risk. There is no guarantee that the investment objective will be 
achieved. Past performance of these strategies is not necessarily indicative of future results. There is the possibility of loss and all investment 
involves risk including the loss of principal. Securities of the Fund are not registered with any regulatory authority, are offered pursuant to 
exemptions from such registration, and are subject to significant restrictions.   

The graphs, charts and other visual aids are provided for informational purposes only.  None of these graphs, charts or visual aids can of themselves 
be used to make investment decisions. No representation is made that these will assist any person in making investment decisions and no graph, 
chart or other visual aid can capture all factors and variables required in making such decisions.   

Performance results of convertible bonds is presented for information purposes only and reflect the impact that material economic and market 
factors had on the manager’s decision-making process. No representation is being made that any investor or portfolio will or is likely to achieve 
profits or losses similar to those shown. References to market or composite indices, benchmarks, or other measures of relative market performance 
over a specified period of time are provided for information only. Reference or comparison to an index does not imply that the portfolio will be 
constructed in the same way as the index or achieve returns, volatility, or other results similar to the index. Indices are unmanaged, include the 
reinvestment of dividends and do not reflect transaction costs or any performance fees.  Unlike indices, the Fund will be actively managed and may 
include substantially fewer and different securities than those comprising each index. 

This newsletter is a proprietary publication and the property of Pier 88 Investment Partners, LLC (“Pier 88”). The publication is written to express 
our view of the market and to explain our investment philosophy. It is not intended to provide specific investment advice or to guarantee that any 
past performance will be indicative of future performance results; investments may lose money. Certain statements contained in this newsletter 
(such as those that contain words like “may,” “will,” should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe”) are 
“forward-looking” insofar as they attempt to describe beliefs or future events. No representation or warranty is made as to future performance or 
such forward- looking statements. Any reproduction or other unauthorized use is strictly prohibited. All information contained in the newsletter 
was obtained from sources deemed qualified and reliable; however, Pier 88 makes no representation or warranty as to the accuracy of the 
information contained herein. All expressions of opinion are subject to change without notice in reaction to shifting market conditions.  

This newsletter is for discussion purposes only and does not constitute: (i) investment advice; or (ii) an offer to sell or a solicitation of an offer to 
purchase securities, including any securities in funds managed by Pier 88. Any fund offering is made to selected investors only by means of a 
complete confidential offering memorandum and related subscription materials. Advisory services are provided to separately managed account 
clients pursuant to an advisory agreement.  

The holdings identified do not represent all of the securities purchased, sold, or recommended for Pier 88’s clients. It should not be assumed that 
investments made in the future will be profitable or will equal the performance of the securities in this list. Additional information, including (i) 
the calculation methodology; and (ii) a list showing the contribution of each holding to the account’s performance during the period will be provided 
upon request. Past performance is not indicative of future results.  

These materials are not intended to constitute investment advice or a recommendation within the meaning of the Employee Retirement Income 
Security Act of 1974, as amended (“ERISA”), Section 4975 of the Internal Revenue Code of 1986, as amended (the “Code”), or the Department of 
Labor regulations at 29 CFR 2510.3-21. If you are, or are using any assets of, or are acting on behalf of, an employee benefit plan subject to ERISA 
or a plan or account subject to Section 4975 of the Code (including, without limitation, an individual retirement account) (any of such entities, a 
“Plan”), you will be required prior to any new or additional investment in one of our funds or accounts to represent and warrant that: (i) the person 
or entity making the investment decision on behalf of the such Plan (the “Plan Fiduciary”) is independent of us and constitutes an independent 
fiduciary with financial expertise within the meaning of 29 CFR 2510.3-21; (ii) the Plan Fiduciary is capable of evaluating investment risks 
independently, both in general and with regard to particular transactions and strategies; (iii) the Plan Fiduciary is a fiduciary under ERISA, the 
Code, and 29 CFR 2510.3-21with respect to the investment in such fund or account and is responsible for exercising independent judgment in 
evaluating such transaction; and (iv) no fee or other compensation is being paid directly to us or to any of our affiliates in connection with such 
transaction. The Plan Fiduciary also will be required to acknowledge that we are not undertaking to provide impartial investment advice, or to give 
advice in a fiduciary capacity, in connection with the investment in any such fund or account, and that we have financial interests in the operation 
of such funds and accounts, which will be described in constituent documents of the funds and accounts.  
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