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What were you doing in August? Yes, August of this year.

What about August 5"?

If you’re anything like me, you have no clue about most specific days in the past.

And yet August 5 was only 70 days ago. Just 10 weeks. That’s the way our minds work. We remember the
things that really matter to us. We also forget a lot that seems important at the time.

Well on Monday, August 5%, the stock market was down ~3%. The market was also down almost 2% the
day (Friday) before. These were reasonably notable days for the markets within the context of the week,
the month and possibly the year. It was not really a shocking day though. Many of these days have
happened in the past. There will be many more to come.

That day grabbed people’s attention. | even heard from a few Right Tail investors. My day was pretty
normal. | spent the day doing things you’ve heard me mention before: reading and thinking long term. |
fine-tuned my shopping list of potential investments (existing and new) to add to.

| also considered the context of the situation. Yes, the market had declined ~5% in a short period of time.
And yet, part of me thought “so what?” The market was still up ~10% YTD after rising ~25% last year and
ending 2022 positively. Suppose we were waking from a lengthy, 22 month nap and someone presented
us with stock market returns over that period. We'd likely be pleased with 40%+ returns. From this point
of view, the recent 5% drawdown did not seem like that big of a deal. The opportunity set for most
individual investments had not materially changed.

The concrete actions of the following days were in the same mindset as achieving our long term goals.
Recall that Right Tail’s goal is to compound wealth and generate excellent after-tax returns over multi-
year periods. We'll do this through owning a concentrated portfolio of undervalued, high-quality
businesses and investing with a longer-term mindset. After calmly assessing situation, | added modestly
to one of our positions on the following day. | prepared to make more significant changes if the
opportunity set materially shifted in our favor.

Morgan Housel has a saying that, “This is the biggest market decline since the last decline you don't
remember or care about anymore.”

There’s a lot of wisdom and humor in those words. | remember several market drawdowns during my
career. | can’t think of one day that | truly remember. The closest might be when the market was falling
early during Covid. Even then, | could not tell you what happened on which day. And still during this
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period of nearly 20 years that I've been investing, there have always been great opportunities to invest in
high quality businesses with a long-term mindset. That’s where I'll continue to focus.

Portfolio Spotlight: CDW Corp (CDW) and Insight Enterprises (NSIT)

In the spirit of long-term investing, let’s discuss our investment in technology resellers CDW and NSIT.
I've been studying CDW for the last 10 years and invested in both companies during 2022. | consider
them one position with CDW being the larger position of the two.

CDW is an exceptional IT solutions provider superbly positioned among a fragmented group of
customers and vendors. CDW provides IT solutions (hardware, software and services) to more than
250,000 customers primarily in the US and Canada. They help their customers navigate an increasingly
complex IT market and maximize returns on their technology investments. CDW’s $21B in revenue
suggests that the company has less than 10% market share in an estimated addressable market
opportunity at ~$440B. The company came public for the second time in 2013 at $17 per share and
today has a market cap of ~$30B (~13x higher) and enterprise value of $35B.

| find that several aspects of CDW are under-appreciated at first glance. The company is much more than
a B2B distributor of commaoditized IT equipment like computers — it creates win-win relationships with its
customers and vendor partners. The company is a solutions provider often serving as an outsourced IT
teammate for small businesses. CDW has described its sweet spot as customers with less than 5000
employees, those that are big enough to benefit from significant IT expertise but small enough to not
have adequate resources internally. Because CDW sells over 100,000 products from over 1000 brands,
they act as a neutral third party and recommend the best solutions for each client rather than focusing
on one vendor’s products. Of their ~15,000 employees, ~2/3 are customer-facing, showing how much
the company cares about serving its customers.

Unsurprisingly, vendors also like working with CDW. The company serves as a knowledgeable extension
of a vendor’s salesforce to many smaller customers. Therefore, CDW sits in the middle of a fragmented
base of vendors and a fragmented base of customers serving as a valuable, agnostic partner to both
sides. Over the course of my career, I've found that distributors sitting in between fragmented customer
and supplier bases can create significant value for all parties involved, including shareholders. Other
Right Tail investments such as O’Reilly Auto Parts, Ferguson and Brown & Brown share similar attributes.

These great operational characteristics have led to superior financial results. Over the last 10 years, CDW
typically has grown revenues 200-400 bps faster than the overall IT market. The company has produced
some operating leverage with EBITDA margins gradually moving up to the 9-10% range. Given the sales
compensation structure that is tied to gross profit dollar growth, modest operating leverage makes
sense.
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I’'m amazed by how little incremental capital CDW spends to grow. When the company is not making
acquisitions, it needs little fixed capital, and capex has typically been below D&A. As it relates to working
capital and P&L investments such as increased sales and marketing, incremental returns on capital have
typically been above 30%. Ideally, CDW would be able to grow even faster by reinvesting more capital
into the business at these returns; however, the 7% sales CAGR (low double digits EBITDA CAGR) since
the company came public in 2013 has been impressive. Interestingly, if | look back to CDW'’s first time as
a public company, the sales CAGR from year end 2000 to today is also high single digits.

In 2022, | noticed that peer company NSIT had been purchased by ValueAct. At the time, NSIT had a
much more attractive valuation at 10-12x P/E. The company has a history of success but not nearly as
much as CDW. | thought if Value Act could have a slightly positive influence on NSIT, the investment
returns could be dramatic. I'd watched Value Act influence other distribution businesses like LKQ and
also figured they might know something about NSIT, given its long term partnership with former
ValueAct holding Microsoft. Our earliest purchases of NSIT have more than doubled and outperformed
CDW.

| find these investments particularly compelling now. The companies have struggled to grow the last 2
years after tech spending significantly ramped during Covid. Fundamentals could worsen in a recession
though these businesses do not seem to be over-earning today. In a recession, | would also expect these
companies to emerge stronger as they have in the past. Another mitigant is that cash flow is typically
counter-cyclical as some working capital would unwind. At some point IT spending should grow faster,
and these companies will be there to help their customers navigate complex decisions. | would not be
surprised to see these investments double over the next five years driven primarily by earnings growth.

With any of our investments, poor capital allocation is one potential reason we could sell our shares.
CDW has allocated capital well through its history and NSIT has become more focused on returns which
helps mitigate that risk. | also will monitor the value these companies provide to their customers. They
seem to be as, if not more, important to their customers and will be mindful of any changes that simplify
IT decision-making.

Many thanks and | hope you have a joyful end of the year,

Jeremy Kokemor
Right Tail Capital

Right Tail Capital LL.C 3



——CAPITAL—8 October 2024

DISCLAIMER

This review (the “Review”) is being furnished by Right Tail Capital LLC (“Right Tail” or the “Firm”) for informational
purposes only. This Review does not constitute an offer to sell, or a solicitation, recommendation or offer to buy, any
securities, investment products or investment advisory services offered by the Firm (the “Offering”). Any offer or
solicitation may only be made to prospective eligible investors by means of an Investment Advisory Agreement and
Form ADV, which contain a description of the material terms relating to the Offering, including the numerous risks
involved. This Review is being provided for general informational purposes only.

Right Tail Capital (“Right Tail”) is registered as an Investment Adviser with the states of Virginia and Louisiana.
Interested parties should read Right Tail’s Forms ADV I and 11, available at adviserinfo.sec.gov.

Certain information set forth in this Review is based upon data, quotations, documentation and/or other information
obtained from various sources believed by the Firm to be reliable. No representation or warranty, expressed or implied,
is made as to the fairness, accuracy, completeness, or correctness of the information and opinions contained herein. The
views and the other information provided are subject to change without notice. This report and others posted on
www.RightTailCapital.com are issued without regard to the specific investment objectives, financial situation, or needs
of any specific recipient and are not to be construed as a solicitation or an offer to buy or sell any securities or related
financial instruments. Company fundamentals and earnings may be mentioned occasionally but should not be construed
as a recommendation to buy, sell, or hold a company’s stock.

Predictions, forecasts, estimates for markets should not be construed as recommendations to buy, sell, or hold any
security -- including common stocks, bonds, mutual funds, futures contracts, and exchange traded funds, or any similar
instruments. Investment strategies managed by Right Tail involve a significant degree of risk, and there can be no
assurance that the strategy’s investment objectives will be achieved or that significant or total losses will not be incurred.
Nothing contained herein is or should be relied upon as a promise, representation or guarantee as to the future
performance of Right Tail’s strategies. Past performance is not indicative of future results.

Images, graphics, logos, and other designs used in the Review are believed to be in the public domain. A reasonable, but
not exhaustive, effort has been made to verify that such images, graphics, logos, and designs are not protected under
copyright. However, if any party feels that this Review is in breach of copyright law, it should immediately contact the
Firm.

Performance data for the Right Tail Portfolio is based on the advisor’s brokerage account which was invested beginning
on May 16, 2022. This performance figure has not been audited by any third party. Individual account performance will
vary depending on a vatiety of factors, including the initial date of investment, inflows/outflows, account size, fee class,
tax considerations, and transaction costs. Please see your individual account statement(s) for actual account balances and
performance.

Performance compatisons to benchmarks such as the S&P 500 Index and the SPDR S&P 500 ETF Trust ("SPY Index
ETE", "SPY", or "S&P 500 Index ETF") are provided for information purposes only. The SPY is an exchange-traded
fund which seeks to provide the investment results that, before expenses, correspond generally to the price and yield
petformance of the S&P 500 Index. The S&P 500 Index is a diversified large cap U.S. index that holds companies across
all 11 GICS sectors, and as such may differ materially from the securities managed by Right Tail in client accounts.
Benchmarks such as the S&P 500 Index and the SPY may be of limited use in understanding the risks and uncertainties
inherent in the investment strategies managed by Right Tail.

The information in this Review is not intended to provide, and should not be relied upon for, accounting, legal, or tax
advice or investment recommendations. The Recipient should consult the Recipient’s own tax, legal, accounting,
financial, or other advisers about the issues discussed herein. Nothing in this Review regarding tax strategies, tax savings,
tax rates, tax efficiency, or any other statements related to taxes should be relied upon as an indication of Right Tail’s
suitability to give advice or make decisions with respect to taxes in any jurisdiction.
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