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IMPORTANT DISCLAIMER AND DISCLOSURE INFORMATION 

This presentation has been prepared by Muddy Waters Capital LLC (“Muddy Waters”) and is for informational purposes only.  Under no circumstances should this presentation or any information herein be construed as investment advice, or as an offer to sell or the 

solicitation of an offer to buy any securities or other financial instruments.  Further, this presentation is not and shall not be construed as an advertisement, or an offer or solicitation for any brokerage or investment advisory services, by Muddy Waters or any of its 

affiliates. 

This presentation may contain information related to the Global Opportunities Fund LP (the “Fund”).  The information related to the Fund, if any, is not complete and is qualified in its entirety by the offering memorandum for the Fund.  

The statements and views expressed herein are subject to change and may not express current views or positions.  Such views (i) may be historic or forward-looking in nature, (ii) may reflect significant assumptions and subjective judgments, and (iii) are subject to 

change without notice. While the information herein was obtained from or based upon sources believed by Muddy Waters to be reliable, Muddy Waters has not independently verified the information and provides no assurance as to its accuracy, reliability, suitability 

or completeness.  Muddy Waters may have market views or opinions that materially differ from the information set forth in this presentation and may have a significant financial interest in (or against) one or more of the positions or theses and/or related financial 

instruments discussed herein. 

AN INVESTMENT IN THE INTERESTS IS SPECULATIVE AND INVOLVES A HIGH DEGREE OF RISK.  OPPORTUNITIES FOR WITHDRAWAL AND TRANSFERABILITY OF INTERESTS ARE RESTRICTED, SO INVESTORS MAY NOT HAVE ACCESS TO CAPITAL WHEN IT IS NEEDED.  

THERE IS NO SECONDARY MARKET FOR THE INTERESTS AND NONE IS EXPECTED TO DEVELOP.  THE FUND’S PORTFOLIO, WHICH IS UNDER THE SOLE TRADING AUTHORITY OF MUDDY WATERS, MAY BE CONCENTRATED AND/OR FOCUSED RESULTING IN HIGHER RISK 

FOR INVESTORS.  LEVERAGE MAY BE EMPLOYED IN THE FUND’S PORTFOLIO, WHICH CAN MAKE INVESTMENT PERFORMANCE VOLATILE.  AN INVESTOR SHOULD NOT MAKE AN INVESTMENT UNLESS IT IS PREPARED TO LOSE ALL OR A SUBSTANTIAL PORTION OF ITS 

INVESTMENT.  THE FEES AND EXPENSES CHARGED IN CONNECTION WITH THIS INVESTMENT MAY BE HIGHER THAN THE FEES AND EXPENSES OF OTHER INVESTMENT ALTERNATIVES AND MAY OFFSET PROFITS.

ANY DISCUSSION OF PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. There is no guarantee that activist strategy will achieve its objectives or that any investor employing such strategies will make a profit, or will not sustain losses, 

including a total loss.  Muddy Waters makes no representation or warranty, express or implied, regarding future performance or events.  Any statements regarding future events constitute only the subjective views or beliefs of the author(s).  Words like “believe,” 

“expect,” “anticipate,” “promise,” “plan,” and other expressions or words of similar meanings, as well as future or conditional verbs such as “will,” “would,” “should,” “could,” or “may” are generally intended to identify forward-looking statements.  Certain 

assumptions have been made in the course of preparing this presentation.  Muddy Waters makes no representations or warranties that these assumptions are accurate.  Any changes to assumptions made in the preparation of this presentation could have a 

material impact on the information presented. 

The information contained herein is not intended to provide, and should not be relied upon for, investment, accounting, legal or tax advice.  This presentation does not purport to advise you personally concerning the nature, potential, value or suitability of any 

particular sector, geographic region, security, portfolio of securities, transaction, investment strategy or other matter and the information provided is not intended to provide a basis upon which to make an investment decision.  The recipient should make its own 

independent decision regarding whether to enter into any transaction, and the recipient is solely responsible for its investment or trading decisions. 

In no event shall Muddy Waters or any of its members, officers, employees or representatives, be liable for any claims, losses, costs or damages of any kind, including direct, indirect, punitive, exemplary, incidental, special or, consequential damages, arising out of or 

in any way connected with any information contained herein.  This limitation of liability applies regardless of any negligence or gross negligence of Muddy Waters, its affiliates or any of their respective members, officers, employees or representatives. The reader 

accepts all risks in relying on this document for any purpose whatsoever. 

Any redistribution of this document without the express written consent of Muddy Waters is prohibited.  No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission. 

This presentation should only be considered current as of the date of the publication without regard to the date on which you may access the information.  Muddy Waters maintains the right to delete or modify information without prior written notice. 

© 2018 Muddy Waters  Capital LLC | ALL RIGHTS RESERVED 

Disclaimer
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Some High Level Thoughts On This Age

Devolution of technological supremacy

Humans’ inventions / innovations vs. ability to adapt to our creations

Decay of institutions
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The consequences are staggering

The Private Sector is Far More Powerful than Any Other Point in Modern Times

63,617 Americans died in 2017 from heroin and opioid overdoses. 58,220 

Americans died over the entire Vietnam war. A not insignificant portion of the 

blame goes to Purdue Pharma.
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We are the lifeblood of this bad behavior

It’s not about ”corporations” “pursuing profits”; it’s individuals incentivized by 

the markets to ”break things”…like our society.

Why Does This Matter Right Here, Right Now?
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Soapbox: Investors need to understand their role – lots of individuals have 

blood on their hands, but probably don’t know it

Investing is Inherently Amoral, Increasingly Leading to Immoral Outcomes



Example 1: INSY –
Manufacturer of  Subsys
(synthetic opioid)
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Bribed doctors to unnecessarily prescribe Subsys through paid ”speaking 

appearances”

Former CEO, chairman, and sales execs indicted for racketeering (pending)

Allegations Against INSY
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In Other Words, They Fucking Killed People
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Not Corporate ”Pursuit of  Profits”

Former CEO Michael Babitch net sold $51.2 million of stock 

Founder / Chairman John Kapoor had risked tens of millions of his own money 

on INSY

(Share sales data: S&P Capital IQ)
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May 6, 2014 arraignment of major prescriber of Subsys

May 13, 2014 NYT Article “Doubts Raised About Off-Label Use of Subsys, a 

Strong Painkiller

Early Signs of  the Issues
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Minimal Impact on the Stock (Tough Short) 
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Two Alabama doctors indicted for illegal opioid distribution

Stock dropped ~10% intraday

David Steinberg, Edward Chung, and Amran Gowani of Jefferies wrote on May 21 that 

even though “a prior media report had indicated that both doctors were high volume 

prescribers of Subsys…A deeper inspection of this specific issue suggests little relation to 

Subsys or in particular to INSY.” This was based on the complaint not specifically 

mentioning Subsys

May 2015
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INSY Stock Recovered and Reached New Highs by August 2015
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August 5, 2015

INSY announces it settled with Oregon for $1.1 million for illegally marketing Subsys for 

off-label use

Sell side reaction:
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Fortunately the Incentive for Ruining Live Began to Disappear
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This is a company that literally killed people

The incentives at the top were clearly stock market driven

While Babich, Kapoor, and other former execs indicted, who has been held accountable 

on Wall Street?

INSY Takeaways



Example 2: AAC
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Look at This Happy Folks – October 2014
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Jerrod Menz Would be Indicted by California (Later Dismissed by Court)
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March 2015 – Activist campaign begins emphasizing overbilling

Activist campaign then turns to deaths at facilities

July 2015 California prosecutor indicts Menz, AAC subsidiaries, and four   

employees (three former) for murder (the judge later dismissed the indictments)

AAC Timeline
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Sell Side Reaction? 
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How About the Buyside? 
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Menz & Cartwright Should Offer a Prayer of  Thanks to the Wall Street Gods

Menz net sold $21.8 million of shares; $18.4 million since indictment

CEO Cartwright has net sold $8.8 million; $5.3 million since indictment

Share sale data Bloomberg; S&P Capital IQ
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Don’t Worry – The Money Went to Good Use
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INSY & AAC show how the amorality of the capital markets leads to immoral outcomes

Losing money is not the point 

Investors have blood on their hands; once on notice, should be a moral obligation

Investors’ moral obligation in potential immorality situations stronger than in frauds

Test: “If I do / don’t do X, am I providing financial incentive for the management to do 

serious harm to people other than myself?”

INSY AAC Takeaways



For Short Sellers
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Unabashed about why to sell the stock –pure form ESG

Drop the regulator wrapper

We have to distinguish between charcoal and black – frauds, financial scams 

likely bad choices

Healthcare is Ground Zero

What is a Morality Short?
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Macro reasons

Let’s change the game – time to name names

Why Would a Morality-Based Short Thesis Work Now?



MUDDY WATERS CAPITAL 30

Morality shorts are not for every activist short seller

Critical Caveat



Live Situation to Watch: HIIQ
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Seller of short-term health insurance policies

Subject of at least three different short activist campaigns, stock resilient

Allegations are of selling junk insurance through boiler rooms

(Muddy Waters Capital has no position in the securities)

HIIQ Background
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Complaint Submitted to Florida AG

“I was contacted by this company as an alternative to health insurance for the 2 months I was in between health insurance 

plan due to a new job. It seemed legit but I was misrepresented over the phone. I was told that if we were to go to urgent 

care it would be $20 across the board and that we can make dr appts and go to the ER/hospital if necessary. So almost 2 

weeks ago my 2 1/2 year old daughter had a fever and was complaining of ear pain. I called this company and asked 

which urgent care / pediatrician is within network and they told me they needed 10 days to find someone in network. I told 

them I couldn't wait 10 days bc my daughter was in pain and sick and they said sorry that they couldn't 

help. I ended up taking my daughter to her normal pediatrician and paying out of pocket for the appointment and her 

prescription. I had emailed all documents needed for the claim for this appointment but have yet to be contacted or have 

the claim addressed. 

I had signed up with this company because they promised that they could get discounted dr appts, prescriptions, and 

negotiate hospital stays/ER. When I called today to cancel my policy they told me that the ER was not included in

my policy and that they couldn't do anything with my claim that was submitted. So I pretty much gave this company $350 

to do nothing. Please help me get this money refunded as we need this money to pay for other medical bills for my toddler.“

If  Allegations are Largely True, Seems to Rise to Level of  Immorality Necessary
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New short activist campaign launched last week

Randy Binner and Ryan Aceto of B. Riley wrote the next day (excerpted):

Wall Street Doesn’t Seem to be Asking Too Many Questions
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Medifast (MED)

Acadia Healthcare (ACHC) – BTW, let’s talk private equity

Other Live Situations Resulting from Activist Campaigns
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Capital markets participants are uniquely positioned to effect change

Need to rethink amorality of investing

It’s time to name names

In Summary



Thank You!


