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INVESTABLE

MANAGEMENT MOAT

FORCASTABLE

Complexity
trap?

Stewardship
trap?

Commoditization
trap?

VALUE CREATION
Does management understand and 
execute on creating economic value?

CAPITAL ALLOCATION
Does management thoughtfully 
weigh dividends, buybacks, M&A, 
and debt repayment?

INTEGRITY

CULTURE

STAKEHOLDER ANALYSIS

ROIC & GROWTH FOCUS

VISIONARY/OPTIMIZER

DURABILITY
How likely will the moat be intact 
in 10 years?

RELEVANCE
How likely will customers value 
the product/service in 10 years?

IDIOSYNCRATIC BUSINESS

PRICING POWER

REINVESTMENT MOAT VS
LEGACY MOAT
EMERGING MOAT

UNDERSTANDABLE
Do the business dynamics of the 
company match our investment 
team’s expertise?

FORCASTABILITY
Does the business lend itself to 
accurate forecasting of long-term 
outcomes?

TARGET INVESTMENT PHILOSOPHY
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2.45 
MILLION

145% 

return

• First American Financial
• $5.8 billion market cap title insurance company.
• What is title insurance?
• Along with Fidelity National has well over half  of  the US market.
• Idiosyncratic business: Better understood as offering a fee based 

financial service rather than insurance. Title loss ratio just 4% to 5%.
• They are a tollbooth offering a mission critical service at a cost that 

is a tiny portion of  the overall transaction.
• Only covered by five analysts. Typically, only one or two update 

estimates intra-quarter. No updates to 2020 revenue estimates from 
end of  April to mid July.

• No guidance. Prepared remarks often last just 10-15 minutes.
• But… you cannot complete a purchase of  a home with a mortgage 

without title insurance.
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“Consistent with our people first philosophy, we have committed to our
employees that we will not make any layoffs through the end of the second
quarter. We strongly believe that this is the right approach given these
unique circumstances.

We’ve taken a long-term perspective in all this and although this action
will negatively impact our short-term results, we believe the benefits to our
people, our customers and ultimately our shareholders will be worth the
investment.”

First American Financial, April 23, 2020
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“During the month of April, we made the difficult decision to reduce
staffing in our field operations by 18% and in our corporate environment
by 11%. We expect the annualized savings from these reductions to be
approximately $200 million. We will continue to closely monitor the market
and will utilize all available levers we can to manage our expenses,
mitigate margin degradation and maximize our cash flow.

We remain committed to maximizing profitability in all market
environments.”

Fidelity National, April 23, 2020
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• Segment Revenue
• Residential Purchase

• 2019: $945 mil
• 2020: Up 5%-10%
• Next 5 years: Mid to high single digit sales + low single digit price 

(maybe much higher?)
• Commercial:

• 2019: $770 mil
• 2020: down ~20%
• Next 5 years: Takes a few years to recover, then back to GDP like 

growth
• Refinancing

• 2019: $300 mil
• 2020: up 100%+
• Next 5 years: Persistent decline as financial incentive to refi fades

• Interest Income
• Your call

• Information Services
• Wild card
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• Summary
• Small-mid cap, under covered company
• Provides mission critical, but low cost service that enables trillions 

of  dollars of  transactions
• The housing “boom” of  the past decade was just about price. Low supply 

didn’t meet demand, causing prices to rise.
• Pent up demand to move as Americans have been “stuck” in their homes, 

staying twice as long as pre-housing crisis normal.
• COVID + low interest rates + high owner equity + remote work = housing 

activity boom
• 13x 2019 EPS is $75 or 50% upside

• Risks
• iBuyer market share
• Outstanding cyber security case
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DISCLOSURES

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. It should not be assumed that the recommendations made in the 
future will be profitable or will equal the performance of the securities listed above.

The performance information shown above has been calculated using a representative client account managed by the firm in our core equity strategy and 
represents the securities held for the quarter ended 9/30/2020. Information on the methodology used to calculate the performance information is 
available upon request. The performance shown in this chart will not equal Ensemble’s composite performance due to, among other things, the deduction 
of fees and expenses from the composite performance and the timing of transactions in Ensemble’s clients’ accounts.
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DISCLOSURES

Ensemble Capital is an SEC registered investment adviser; however, this does not imply any level of skill or training and no inference 
of such should be made. This content is being provided for informational purposes only. The opinions referenced herein are as of the 
date of publication and are subject to change without notice and due to changes in the market or economic conditions may not 
necessarily come to pass. Nothing contained herein should be construed as a comprehensive statement of the matters discussed,
considered investment, financial, legal, or tax advice, or a recommendation to buy or sell any securities, and no investment decision 
should be made based solely on any information provided herein. Ensemble Capital does not become a fiduciary to any reader or
other person or entity by the person’s use of or access to the material. The reader assumes the responsibility of evaluating the merits 
and risks associated with the use of any information or other content and for any decisions based on such content.

All investments in securities carry risks, including the risk of losing one’s entire investment. Investing in stocks, bonds, exchange 
traded funds, mutual funds, and money market funds involve risk of loss. Different types of investments involve varying degrees of 
risk, and there can be no assurance that any specific investment will be profitable or suitable for a particular investor's financial 
situation or risk tolerance. Some securities rely on leverage which accentuates gains & losses. Foreign investing involves greater 
volatility and political, economic and currency risks and differences in accounting methods. Future investments will be made under 
different economic and market conditions than those that prevailed during past periods. Past performance of an individual security is 
no guarantee of future results. Past performance of Ensemble Capital client investment accounts is no guarantee of future results. In 
addition, there is no guarantee that the investment objectives of Ensemble Capital’s core equity strategy will be met. Asset allocation 
and portfolio diversification cannot ensure or guarantee better performance and cannot eliminate the risk of investment losses.

As a result of client-specific circumstances, individual clients may hold positions that are not part of Ensemble Capital’s core equity 
strategy. Ensemble is a fully discretionary adviser and may exit a portfolio position at any time without notice, in its own discretion. 
Ensemble Capital employees and related persons may hold positions or other interests in the securities mentioned herein. Employees 
and related persons trade for their own accounts on the basis of their personal investment goals and financial circumstances.

Some of the information provided herein has been obtained from third party sources that we believe to be reliable, but it is not
guaranteed. This content may contain forward-looking statements using terminology such as "may", "will", "expect", "intend", 
"anticipate", "estimate", "believe", "continue", “potential” or other similar terms. Although we make such statements based on 
assumptions that we believe to be reasonable, there can be no assurance that actual results will not differ materially from those 
expressed in the forward-looking statements. Such statements involve risks, uncertainties and assumptions and should not be 
construed as any kind of guarantee.


