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TWST: Would you begin by introducing us to 

your T2 Partners?
Mr. Tilson: The firm was founded almost 13 years ago, 

and there are two Principals, Glenn Tongue and myself. We man-
age about $150 million. We invest mostly in U.S. equities with a 
long/short hedge fund strategy, and we also offer two mutual 
funds:  one fund which Glenn and I manage as basically the long-
only portion of our hedge fund portfolio, and a dividend strategy 
fund managed independently under out umbrella by Zeke Ashton 
of Centaur Capital in Dallas, a friend of ours and a great value 
investor in his own right.   

TWST: Would you describe your investment 
philosophy and strategy?

Mr. Tilson: We are value investors. We like to say that 
we pray in the church of Graham, Dodd, Buffett and Munger. We 
call ourselves opportunistic value investors, because there are a lot 

of different flavors and styles of value investing. Our portfolio 
probably doesn’t look like anyone else’s in the world. 

We are a relatively small firm, so part of what we do is 
poke around the nooks and crannies of the market and invest in 
microcaps and special situations, such as the warrants of special-
purpose acquisition companies. We own a very small retailer called 
dELiA*s (DLIA) and a small technology company called MRV 
Communications (MRVC.PK). But we also own megacaps like 
Berkshire Hathaway (BRK-A), Dell (DELL) and Microsoft 
(MSFT), all of which we think are the very cheap. It’s a diverse mix, 
and the only thing that’s pretty constant is it’s mostly U.S. compa-
nies, though we occasionally venture outside the U.S. We made a lot 
of money investing in BP (BP) last year. We’ve owned Fairfax 
Financial (FFH.TO), a Canadian insurer, and we currently own 
stock in Anheuser-Busch InBev (BUD), which is the largest global 
brewer. They are based in Belgium, run by Brazilians and their larg-
est market is the United States. One other international company I 
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should mention is a media company called Grupo Prisa (PRIS). 
The stock has gotten really clobbered this year because it’s based 
in and does about 70% of its business  in 
Spain, so it hasn’t worked out so well so 
far. But overall, I would say that 80% of 
our long portfolio is in U.S. companies.

TWST: How many holdings 
does the firm tend to have?

Mr. Tilson: On the long side, 
typically our 10 largest positions will be 
60% to 70% of assets. We’re quite a bit 
more diversified on the short side, where 
we might have 50 different positions ac-
counting for 50% exposure.

TWST: Please tell us a little 
bit about the investment process. 
How does your process give you an 
edge against your competition?

Mr. Tilson: Glenn Tongue and I 
have a combined 50 years of post-MBA 
experience. Glenn is a graduate of Wharton. 
I’m a Harvard MBA. Investing is a busi-
ness where there is no substitute for experi-
ence, and we have a lot. So that’s certainly 
one advantage. Generally speaking, to 
succeed as an investor you simply need 
two things: You have to have the right ap-
proach, the right strategy and then you 
have to be able to execute on it. Regarding 
the former, there are a lot of different ways 
to make money. Some people make it by 
day trading or making big macro bets, but 
we think the soundest approach to investing is straight common 
sense: Try to buy dollar bills for $0.50. It’s a proven, sound, conser-
vative investment strategy called value investing. It doesn’t necessar-
ily mean buying stocks at low earnings multiples or at a discount to 
book value, though often that is the case. We often own companies 
that look like growth companies. Anytime we’re buying a stock, we 
think of it as if we were purchasing the entire company at the market 
capitalization implied by the price of that stock. So we are not play-
ing the quarterly earnings game. We are not trying to predict what the 
Fed is going to do at its next meeting. We tend to hold our positions 
with a two- to three-year time horizon, at least. 

As for the execution, there are a lot of smart people trying 
to find $0.50 dollars, so what’s our advantage in carrying it out? 
First, we have a lot of experience and a solid long-term track re-
cord. We also have a small pool of capital, which enables us to cast 
a very wide net and invest in some very small companies, which 
are more likely to be very inefficiently priced. It happens that today 
we are finding some of the best bargains among the largest compa-
nies, but that’s not always the case. Also, we have built our busi-
ness so that we don’t have a lot of hot money in our funds, meaning 

that we can invest with a long-term time horizon, whereas most 
other capital in the world is invested on a monthly or quarterly 

performance basis. And lastly, I will just 
say that we pride ourselves on doing very 
in-depth research. We think we know our 
companies’ businesses better than just 
about anyone. The idea is that we can 
identify hidden value in a company, and 
conversely, identify hidden bombs in a 
company and short or avoid those. 

TWST: You recently re-
turned from the 7th Annual Value 
Investing Congress. What were some 
of the key themes investors were talk-
ing about there?

Mr. Tilson: I’m the Co-Founder 
of that conference, and this is the seventh 
year we have done it in New York, the 
13th time that we have done it overall. 
We do it in New York in the fall, and then 
we also did it six times out in Pasadena. 
This coming May, we’re doing it in 
Omaha for the first time instead of 
California. That business is really a labor 
of love for us in that obviously the 
money management business is a much 
better business, so one might ask why we 
do it. The answer is that it grew out of 
my frustration with other investing con-
ferences, where they didn’t have true 
value investors as speakers or to the ex-

tent they did they would give the speakers the stage for a short 
period of time, maybe 15 minutes, or put brilliant speakers on a 
panel together. There is nothing that dumbs down a smart person 
faster than being on a panel with other smart people because ev-
eryone is worried about hogging airtime from the other speakers. 
We give people the stage for 45 minutes, and ask them to spend 
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the first half hour presenting their investment philosophy, their 
view of the world, and in particular, one or more of their current 
investment ideas in depth. Then, and this is critical, we leave 10 
or 15 minutes at the end for the speakers to take questions. We 
have very sophisticated, thoughtful investors in the audience, so 
there is good dialogue with the speakers. 

What do we get out of it? Mainly, the same thing that 
everyone else does: great, actionable investment ideas from some 
of the greatest investors in the world. At our most recent congress 
we had Bill Ackman, David Einhorn, Jim Chanos, Leon 
Cooperman, Joel Greenblatt and a lot of other really smart inves-
tors with great track records. In addition to actionable stock ideas, 
we get to hear their view of the current turmoil in the world, and 

how they are adapting to it. Even if they’re talking about a stock 
that some in the audience wouldn’t be particularly comfortable 
owning for whatever reason, you could still learn a lot from 
watching someone else analyze the company. So it’s really like an 
advanced seminar on value investing independent of the stock 
idea. We came out with some great stock ideas, and we are doing 
research on them right now. But also, we just feel energized. It’s 
like going out to the Berkshire Hathaway annual meeting in 
Omaha, where you get to see Warren Buffett and Charlie Munger 
answering questions for six hours.

TWST: What’s one thing that you came home 
with as far as seeing how investors are adapting to the 
current condition?

Mr. Tilson: The most actionable, market-moving thing 
that came out of the congress this week was David Einhorn of 
Greenlight Capital’s presentation on Green Mountain Coffee 
Roasters (GMCR), which has been the best-performing stock of 
the 1,500 largest stocks in the U.S. year to date — at least it was 
until David’s presentation. 

He laid out a very compelling case that the company 
is overvalued and that the earnings power of the company is 
not $9 a share, but closer to just $3.50 a share. And the most 
important thing he said is that the company is likely engaging 
in accounting shenanigans. He presented a great deal of cir-
cumstantial evidence — quotes from former employees who 
worked at their warehouses, that kind of thing — that I think 
left a very clear impression that there are serious accounting 
issues. The stock traded down 10% that day immediately after 
his remarks, and it’s continued to trade down substantially. 
Coincidentally, we had a short position in Green Mountain, 
and as we saw David’s presentation, we shortened more. Many 
in the audience were doing the same thing. The stock was 
crashing. That’s the kind of market-moving information that 
sometimes comes out in our conference. 

TWST: Were there other big trends?
Mr. Tilson: There were a number of other great stock 

ideas presented. We presented our two largest positions in our 
fund, Berkshire Hathaway and J.C. Penney (JCP). The 
Congress is now widely covered in the media because we have 
big-name speakers who move markets. I would say that one 
general theme is that a number of speakers gave very compel-
ling evidence that the U.S. stock market — particularly among 
large-cap, quality companies — is significantly undervalued. 
They argued that the equity-risk premium has widened to an 
exceptionally high level, particularly since bonds are yielding 
such low rates right now, and that makes stocks very attractive 
relative to bonds. On the other hand, you had Jim Chanos, the 

world’s most famous short-seller, with more of a gloom-and-
doom assessment. But I would say that most speakers said they 
were finding a lot of great investment opportunities out there, 
which is consistent with our view as well.

TWST: Reuters recently reported that your hedge 
fund is down about 30% this year. Would you address the 
reasons for that and tell us little bit about how you’ve ad-
justed the fund?

Mr. Tilson: We’re down about 24% this year in our 
main fund through the end of October. We’re having our worst 
year both on a relative and an absolute basis after 12 years of very 

strong returns. The polite phrase I would use is that we’ve had the 
touch of dirt for the past year. Everything we’ve touched, instead 
of turning to gold, has turned to dirt, and that’s been very frustrat-
ing and humbling. It’s a good reminder that in this business even 
the greatest investors inevitably go through periods of poor per-
formance, where they make mistakes or are simply too early. We 
would like to think that’s what’s happening to us, because we had 
a really great track record for 12 years before this. 

“We’re having our worst year both on a relative and an absolute basis. That’s 
been very painful and humbling after 12 years of very strong returns. The polite 
phrase I would use is that we’ve had the touch of dirt for the past year.”
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So what is causing it? Unlike some other notable inves-
tors — John Paulson, Bruce Berkowitz and Bill Miller, for ex-
ample, who are down even more than we are this year — we 
didn’t make the mistake of investing heavily in financial stocks 
earlier this year, though we now own many of them. There is no 
one reason — rather, we’ve had many positions run against us 
this year and had no winners to offset this. 

Our biggest loser this year is Berkshire Hathaway. The 
stock isn’t down too much, but it was a big position for us, and 
it’s an even larger position for us today. As I’ll discuss shortly, we 
believe that the stock is worth about $170,000 per A share, so 
when the stock was at $125,000, we made it a fairly large position 
– and it then fell to $100,000 per share. We thought it was trading 
at a 20% discount to intrinsic value, and it fell another 20%, 
which hurt our portfolio a lot. 

We also own a number of small-cap stocks. And starting 
in August, as investors started to get worried about the world, 
they started applying much higher discount rates when they were 
valuing companies and their future cash flows, plus they fled il-
liquid stocks. Grupo Prisa, the Spanish media conglomerate I 
mentioned, is all the things investors hate right now. Number one, 
it’s a small and illiquid stock. Number two, the company has too 
much debt that needs to be refinanced, which we think is highly 
likely. And lastly, it’s in Spain, one of the countries that everyone 
is worried about these days. The stock is now in the $4 range, but 
we still think it’s worth $15 to $20 a share. But in the meantime, 
it’s a very illiquid stock, which means that if one or two big hold-
ers want to get out — and you can imagine what’s been happen-
ing in Spain — that can crash a stock. 

Let me step back and explain what I mean by investors 
applying a higher discount rate. Every asset in the world, whether 
it’s a bond, a private company, a public company, a piece of real 
estate, is valued based on its future cash flows discounted back to 
the present. Now, there are two variables there. One is, when are 
you going to see the cash flows? Obviously, cash flows generated 
this year are much more valuable than cash flows generated five 
years from now. Secondly, the discount rate that investors use is 
going to vary, depending on how worried they are. If they are 
worried about the world blowing up, they are going to apply, say, 
a 20% discount to future cash flows, whereas if they are very 
complacent, they might apply a 8% or 10% discount rate. This 
can have a very large impact on the price. 

We own a number of companies — for example, 
Iridium (IRDM), the global satellite company, and Howard 
Hughes Corporation (HHC), a real estate company that owns a 
lot of development projects — that are not currently generating a 
lot of cash, but have a lot of potential to do so. Those two stocks 
have basically been cut in half in the past four to six months, not 
because there’s been any bad news about companies, but rather, I 
think, because investors have become a lot more worried about 
the future. So it’s easy to see how investors like us, who are look-
ing at good companies where we’re confident of a reasonable 

range of cash flows two to five years down the road, can be abso-
lutely right in our analysis, yet the stocks can still get clobbered 
in the short term. The good news is as long as we don’t panic and 
sell, as long as we let the market be our servant, not our guide, to 
paraphrase Benjamin Graham’s The Intelligent Investor and 
maintain our conviction and focus on our analysis of the compa-
nies as opposed to what the stock is doing every day, we’ll even-
tually make a lot of money. We’ve been buying more of the stocks 
I’ve mentioned as they’ve become cheaper.

TWST: Do you believe better days are ahead?
Mr. Tilson: Yes. Obviously, we feel terrible about our 

performance this year and have apologized to our investors. We 
wrote to them that we are in the same boat as they are in two 
ways. Most obviously, Glenn and I each have the vast majority of 
our personal net worth invested in our own funds, so no one has 
lost more money than we have from our poor performance over 
the past year. Secondly, our recent performance is surely making 
at least some of our investors question whether they should re-
main invested with us. Well, Glenn and I are doing the same type 
of analysis as we analyze the many beaten down companies in 
our portfolio. For example, we thought Berkshire Hathaway 
was cheap at $125,000 a share, yet a few months later it was trad-
ing at $100,000 a share. So we asked ourselves: Are we are miss-
ing something in our analysis? Is there some risk factor that 
we’ve missed? Has Warren Buffett lost his touch? Our answer to 
these questions is an emphatic “no.” Thus, if Berkshire Hathaway 
is worth $170,000 per A share, then it’s a good stock to buy at 
$125,000 per share, and an incredibly wonderful one to buy at 
$100,000 per share. The stock going down is simply an opportu-
nity to buy more. We’ve gone through our entire portfolio, and in 
most cases we came to a similar conclusion — that this is a great 
opportunity to take advantage of other investors’ irrationality and 
buy more of the stock of great companies. 

To summarize, our message to current and prospective 
investors is that there are only two kinds of stocks in the world: 
Those that have problems and those that are going to have prob-
lems. We want to own the ones that have lots of problems, be-
cause they tend to be very cheap, but only the ones that can fix 
their problems. It’s the same with money managers like us. In the 
same way that we try to buy great companies when they’re out of 
favor, the savviest investors should look for the smartest manag-
ers they can find who have great long-term track records but who 
have terrible short-term performance because you’re investing 
with them when their portfolio is trading at a big discount. I will 
admit that’s a self-serving argument — as Warren Buffett once 
said, “Don’t ask a barber if you need a haircut” — but we have a 
sound investment approach and have been executing very well on 
it for a dozen years, so we think that outweighs one bad year.

TWST: What are some of your best ideas or stories at 
the moment?

Mr. Tilson: Our largest position is Berkshire Hathaway, 
a stock we’ve done very, very well with over many years. It’s the 
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only stock, in fact, we’ve owned continuously since we started 
the business almost 13 years ago. It’s ranged in size from low-
single digit percentages up to high-teens, even into the 20s at 
times. Today, it’s in the mid-to-high teens, so it’s at the high end 
of our historical range, and that reflects the fact that on a risk-
adjusted basis, it’s pretty close to the cheapest we’ve ever seen it. 

Our investment thesis is pretty straightforward and 
scores very high on the three things we care about when we’re 
looking at any investment: It’s safe, cheap and has decent growth. 
In terms of safety, it has one of the strongest balance sheets in the 
world and generates a torrent of cash from a well-diversified col-
lection of great businesses. So the company is safe, and the stock 

just became a lot safer thanks to a material development a couple 
of weeks ago, when Berkshire Hathaway issued a press release 
announcing the first share repurchase program in its history. It’s 
unusual for three reasons. Number one, there is no dollar limit. 
Number two, there’s no time limit. So it’s a permanent, open-
ended share repurchase program. And third, which you almost 
never see from a company, there is a price limit on it. It said that 
Berkshire will buy back its stock up to 110% of whatever book 
value is at the time. Buffett thinks the stock is worth considerably 
more than this amount, and he’s backing that up with this share 
repurchase program. 

Right now, book value is a little under $100,000 per A 
share, so we estimate that Buffett will buy his stock up to 
$107,000 to $108,000 per A share, and which would work out to 
about $71 to $72 per B share. Just before the press release an-
nouncing the buyback program, the stock was trading at about 
$100,000. Afterward, it immediately traded up Buffett’s limit, 
and it’s subsequently traded up to about $115,000. So the stock 
has had a move here, but we think there’s still a lot of upside, and 
importantly, the stock now only has a 6% to 7% downside before 
Buffett would be buying it in size for Berkshire. So that’s what 
we mean when we talk about safe. 

In terms of cheap, we value Berkshire as investments 
per share plus put a multiple on the earnings of the operating busi-
nesses. The former is pretty easy to calculate. The company gives 
you the value of the stock, bonds and cash, which as of the end of 
Q2 was about $95,500 per A share. As for the operating busi-
nesses, we think they have about $7,200 per A share of pretax 
earnings. We put a 10 multiple on this — equal to about a 15 p/e 
multiple, which we think is reasonable for a collection of 75 
pretty fabulous businesses — so that’s worth $72,000. Add them 

up, and you get intrinsic value of $167,500 per A share, whereas 
the stock, as we speak, is trading at $115,400. That works out to 
a 31% discount — or a 69-cent dollar. So we feel it’s safe, cheap 
and we think the intrinsic value of the business is growing about 
10% per year. There’s not much more we ask for in any position, 
and hence, this is our largest.

TWST: What are some of your other big bets?
Mr. Tilson: Our second-largest position is J.C. Penney. 

This represents a theme that we played very successfully over the 
years that we call “piggybacking on activism.” There are a lot of 
activists out there from Bill Ackman at Pershing Square to Carl 
Icahn to Nelson Peltz, to ValueAct to Jana to Third Point. We 

look at all activist situations because sometimes — not all the 
time, but sometimes — activists can create a lot of value by pres-
suring a company to do things that they should be doing. We think 
Bill Ackman at Pershing Square is the best activist out there, bar 
none, and he has bought 26% of J.C. Penney. He is working with 
Steve Roth of Vornado (VNO), who owns almost another 10%. 
The two of them are now on the board of J.C. Penney. They es-
tablished this position a year ago, and they have brought in a CEO 
with an incredible background, Ron Johnson, who started his 
career in the department store industry at Mervyn’s, which was 
then acquired by Target (TGT). He was then recruited by Steve 
Jobs to build the Apple (AAPL) stores, and after being there for 
about 10 years and building one of the most spectacularly suc-
cessful retailers ever, he left to lead J.C. Penney. So we think it’s 
a decent business, trading at a fair price, and you are getting the 
people for free. These are incredible people who are perfectly 
suited to unlock value at J.C. Penney in three ways. One is sim-
ply to operate better, to drive higher sales per square foot, to cut 
costs, to make it a better retailer. I would argue that Ron Johnson 
is the single best retail operating guy in the world. Then you have 
Steve Roth, whom I would argue is the world’s greatest real estate 
guy. J.C. Penney owns a lot of real estate, and there should be 
ways to unlock value there. Finally, the third way to unlock value 
is capital allocation, especially buying back stock at the right 
time, and there you have Bill Ackman, one of the great capital 
allocators in the world, I think. 

Now, it would be one thing if the stock was trading at 
a big premium to its fair value, reflecting investor enthusiasm 
for what these three people might be able to do, but in fact it’s 
not. It’s trading at around six times EBITDA, which is a fair 
price for a decent retailer, which J.C. Penney is, though it’s 

“To summarize, our message to current and prospective investors is that 
there are only two kinds of stocks in the world: Those that have problems 
and those that are going to have problems. We want to own the ones that 
have lots of problems, because they tend to be very cheap, but only the 
ones that can fix their problems.”
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been undermanaged. That’s another key thing to understand 
here: If this were Sears (SHLD) or Kmart, I’m not sure even 
the smartest guys in the world could turn it around, but J.C. 
Penney, fortunately, is not a broken business. It’s really in the 
perfect sweet spot, which is that the business has been perform-
ing OK, but it’s been undermanaged, so we think there is a lot 
of room for smart people to create a lot of value. 

In particular, the company generates very mediocre sales 
per square foot and has very high marketing costs relative to its 
competitors. So we see a lot of opportunity for J.C. Penney to 
strike deals to license exclusive brands and generate more excite-
ment in the stores. It’s a high fixed-cost business, so there is very 
high leverage in terms of what falls to the bottom line if they can 
drive more traffic and more sales in their stores. We also think 
there’s probably room to cut costs. The company spends almost 
as much on advertising as Target, yet Target has four times the 
sales. So that’s the story on the company and the people. 

Finally, we always like to follow the money. In other 
words, look at where the people have put their money. This is Bill 
Ackman’s largest position in his fund and Steve Roth has bought 

10% of the company. Most importantly, I’d argue, is Ron 
Johnson, who when he left Apple, gave up stock options that we 
estimate were worth $73 million. J.C. Penney gave him stock 
options to replace that, but they were only worth about $50 mil-
lion. So he personally walked away from $23 million in order to 
take this job. On top of it, he wrote a $50 million check out of his 
own pocket to buy seven-year, at-the-money call options with a 
strike price just under $30 that he cannot sell or hedge for six 
years. Therefore, if the stock price is flat over the next six or 
seven years, he personally is out $50 million. We think it’s critical 
to make sure that the key people have a lot of skin in the game, 
and in this case, all three of the people that we’re betting on here 
have enormous skin in the game.

TWST: How about financial stocks?
Mr. Tilson: As I mentioned earlier, having avoided the 

big declines, we’ve been bottom-fishing in the financial sector 
and have been aggressively buying a number of positions. The 
ones we own right now are Goldman Sachs (GS), Citigroup (C), 
Wells Fargo (WFC) and JPMorgan (JPM). We own the 
JPMorgan and Wells Fargo positions via TARP warrants, very 
unusual securities that were created when the U.S. government 
invested in these institutions during the financial crisis. The gov-
ernment not only got its money back, but also got long-dated 
warrants that don’t expire until 2018. They’re currently out of the 
money — the strike prices are above today’s share prices — but 

you’ve got about seven years before they expire, so we think this 
is a very interesting and leveraged way to bet that JPMorgan and 
Wells Fargo will do well over the next seven years. 

In the case of Goldman Sachs, the stock trades at 
about $104 per share. We started buying it as high as $112 per 
share and kept buying all the way down to the very bottom 
under $85. The company currently has more than $120 per share 
of tangible book, so today it’s trading at a 13% discount to tan-
gible book value. Thus Goldman Sachs is being priced as if it 
is worth more dead than alive, which is crazy. It is being priced 
as if the company’s business model is permanently broken, and 
that it will never be able to earn its cost of capital going for-
ward. Yes, the company just reported a loss in Q3, and the mar-
ket is very bearish on when Goldman will turn the corner to 
profitability or whether it ever will. Our view is the opposite. 
One of the reasons Goldman lost money last quarter is because 
they reduced risk. They were very defensively positioned. We 
like to invest in financial companies that anticipate trouble com-
ing as Goldman did — the world has been very turbulent last 
few months — and take down risk. 

In summary, we think that that when all is said and done, 
a year or two from now, Goldman will be the premier investment 
bank in the world, and that it should be able to earn at least 15% 
return on equity. It may never earn the 20% to 30% return on 
equity it did during its heyday, but we don’t need it to, owning the 
stock at 87% of tangible book value. 

As for Citigroup, it’s a fabulous business tied to a runoff 
business. Think of it as good bank, bad bank. The company has 
officially split into Citicorp, good bank, and Citi Holdings, bad 
bank. The latter has all of the U.S. mortgages, second liens and 
other troubled stuff, which represents $289 billion out of the 

“In particular, the company generates very mediocre sales per square foot and 
has very high marketing costs relative to its competitors. So we see a lot of 
opportunity for J.C. Penney to strike deals to license exclusive brands and 
generate more excitement in the stores.”

1-Year Daily Chart of Citigroup

Chart provided by www.BigCharts.com
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company’s total balance sheet of about $1.65 trillion. It’s only 
17% of the company’s assets, but it’s still very large. As a stand-
alone business, Citi Holdings would be the seventh-largest finan-
cial institution in the U.S. 

Investors are so worried about potential losses in Citi 
Holdings that they are ignoring two things. First, the company 
has $32 billion in allowance for loan losses plus over $140 bil-
lion of tangible equity. So we think the company is financially 
strong and can withstand anything but a worst-case scenario 
without raising additional capital. The second mistake the mar-
ket is making is not giving appropriate credit for Citicorp. In 
our opinion, this is one of the best banking franchises in the 
world. It generates two-thirds of its profit overseas in high-
growth markets. They dominate Korea and Mexico, for exam-
ple. It’s just a fantastic business. 

Our view is that over time, Citigroup will successfully 
shrink Citi Holdings, and Citicorp will continue to report 
strong growth and profits. We think it’s unlikely that there will 
be any severe, negative surprises in Citi Holdings, and that over 
time as it shrinks, investors will focus more and more on 
Citicorp, a tremendous business. 

A critical question always is: What price are you paying? 
Citigroup is much cheaper than Goldman on a price-to-book 
basis. The stock right now is at $31.60, and book value is $49.50. 
This is tangible book, not counting goodwill or other intangibles. 
So Citigroup is trading at a 36% discount to tangible book, and 
we think fair value for something like Citi is around book value. 

So to appreciate from today’s price up to what we believe is fair 
value is more than a 50% gain in the stock.

TWST: What are the two or three best reasons for a 
long-term investor to look closely at T2 Partners?

Mr. Tilson: We have a sound investment approach that 
we’ve executed successfully for almost 13 years. And critically, 
today you can invest at a discounted price in the sense that we are 
currently in the midst of our worst year ever. A lot of our stocks 
have been marked down severely. As I said earlier, just like you 
want to find a good company when it’s hit some short-term tur-
bulence, we believe that’s what’s happened to us across our port-
folio. We think the stocks we own are extremely cheap, which we 
expect will lead to excellent performance going forward.

TWST: Thank You. (MJW)
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