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Eureka Long Short

Gross Net S&P 500 HF Index

Sep 2020 - Dec 2020 16.2% 12.4% 12.1% 11.8%

2021 19.2% 14.1% 28.7% 10.3%

2022 11.0% 7.1% -18.1% -8.0%

2023 YTD 16.2% 12.6% 7.5% 2.2%

Cumulative 78.8% 54.6% 22.0% 13.7%

Annualized 25.2% 18.4% 8.0% 5.1%

TMR Long Short Opportunities, LP

Eureka Long Short

Gross Net S&P 500 HF Index

Oct 2019 - Dec 2019 0.5% 0.0% 9.1% 4.9%

2020 63.3% 44.5% 18.4% 18.7%

2021 13.3% 8.9% 28.7% 10.3%

2022 7.4% 4.3% -18.1% -8.0%

2023 YTD 18.3% 14.3% 7.5% 2.2%

Cumulative 136.4% 87.4% 43.4% 27.6%

Annualized 27.9% 19.7% 10.9% 7.2%

Variable Net, LP
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Quarter Review 

Our strong performance in the first quarter was driven by our more bullish positioning and our focus (on 

the long side) on fast growing but for the most part unprofitable consumer and technology companies that 

we predicted would inflect towards profitability faster and become more profitable than consensus believed. 

Our top contributors for the quarter were SE, ROKU and WIX (all long positions). Our top detractors were 

long positions in RNG and various energy securities (which we view as just one position). 

We did not have any material exposure to financials during the quarter and thus were not materially affected 

by the bank collapses. We did use the selloff in financials to re-establish a core position in BHF which we 

continue to believe that the market is not appreciating its business transformation towards a more 

predictable, less capital intensive, and greater free cash flow generating business. The market 

indiscriminately sold off BHF as well as other life insurers and financials despite BHF having long duration 

liabilities instead of the short-term deposits that can be subject to a bank run.  

The current environment is becoming increasingly attractive for our strategy. On the long side, we are 

finding quality compounders at reasonable valuations, and we continue to find companies going through 

major inflections (either corporate such as spinoffs or at the business level such as new products, 

emphasis on profitability over growth, etc…) that are being underappreciated by the market. On the short 

side, there are still junk / bubble stocks to short. Furthermore, many value traps and over-earners continue 

to trade at elevated multiples compared to our estimates of their earnings over the next 18-36 months. 

Thus, we have increased gross exposure in our Long Short Equity strategy.  

 

New long: Hilton Grand Vacations (HGV) 

HGV is a top three position and a good example of the types of longs we seek. HGV is a misunderstood 

quality compounder that spun-off from Hilton and is undergoing an inflection in its business with its 

transformative acquisition of Diamond.  

Company Overview 

Hilton Grand Vacations (HGV) is the result of a spinoff from Hilton Worldwide Holdings (Hilton) in 2017. 

HGV is a global timeshare company engaged in developing, marketing, selling, managing and operating 

timeshare resorts, timeshare plans and ancillary reservation services, primarily under the Hilton Grand 

Vacations brand. HGV also owns and operates Legacy-Diamond resorts and sales centers that have been 

acquired through the Diamond Acquisition, which are undergoing rebranding.  

Operations primarily consist of selling vacation ownership intervals and vacation ownership interests 

(VOI) for HGV and third parties; financing and servicing loans provided to consumers for their timeshare 

purchases; operating resorts and timeshare plans; and managing both HGV’s points-based Hilton Grand 

Vacations Club and Hilton Club exchange program and the Diamond points-based multi-resort timeshare 
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plans and exchange programs. HGV operates their business across two segments: (1) real estate sales 

and financing and (2) resort operations and club management.  

• Real estate sales and financing (67.2% of Revenue, 65.1% of EBITDA): 

o VOI sales (80% of Revenue, 85.9% of EBITDA): HGV sells their owned inventory and 

interests directly and, through their fee-for-service agreements, they sell VOIs on behalf 

of third-party developers using the Hilton Grand Vacations brand in exchange for sales, 

marketing and brand fees. Under these fee-for-service agreements, HGV earns 

commission fees based on a percentage of total interval sales.  

o Financing (20% of Revenue, 14.1% of EBITDA): HGV provides consumer financing, 

which includes interest income generated from the origination of consumer loans to 

members to finance their purchase of VOIs owned by HGV. HGV also generates fee 

revenue from servicing the loans provided by third-party developers to purchasers of 

their VOIs.  

• Resort operations and club management (32.8% of Revenue, 34.9% of EBITDA):  

o Resort management (26.5% of Revenue, estimated 40.6% of EBITDA): resort 

management services primarily consist of operating properties under management 

agreements for the benefit of homeowners’ associations (HOAs) of VOI owners at both 

HGV resorts and those developed by third parties. HGV’s management agreements with 

HOAs provide for a cost-plus management fee, which means HGV generally earn a fee 

equal to 10% to 15% of the costs to operate the applicable resort.  

o Club management (19.6% of Revenue, estimated 40% of EBITDA): HGV operates and 

manages the Clubs and receive annual membership fees as well as incremental fees 

depending on exchanges and transactions members choose for other vacation products 

and services within the Club system.   

o Rental of available inventory (54.0% of Revenue, estimated 10.2% of EBITDA) : HGV 

generates rental revenue from unit rentals of unsold inventory and inventory made 

available due to ownership exchanges through their Clubs programs. This allows HGV to 

utilize otherwise unoccupied inventory to generate additional revenues. HGV also earns 

fee revenue from the rental of inventory owned by third parties as well as revenue from 

retail, spa and other outlets at their timeshare properties.  

 

Investment Overview 

HGV is an undervalued quality compounder on its own and should provide a strong IRR at current 

valuations of 10.6x NTM P/E (consensus forecasts) and 6.1x 2023 TEV/EBITDA (consensus forecasts). 

However, the real juice of this investment thesis is the game changing acquisition of Diamond in August 

2021 which has and will continue to result in significant cost synergies. In addition, the HGV / Diamond 

acquisition may prove to be one of the rare acquisitions that also provides significant revenue synergies 

although the stock is still cheap even if the revenue synergies don’t materialize.  
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High Quality Compounder 

HGV currently trades like a mid to low quality cyclical consumer-discretionary stock. However, pro-forma 

for the Diamond acquisition, nearly 70% of HGV’s EBITDA comes from recurring revenue streams 

(contractually recurring revenue from financing and resort & management operations) or highly 

predictable owner upgrades and the associated transaction fees with those upgrades. HGV is also partly 

insulated from inflationary pressures as maintenance capex and resort operating costs are funded by 

owners each year.  

It’s worth noting that for HGV’s financing revenue, the consumer finance portfolio has a weighted 

average length of loan of 10 years, 13.4% interest rate, and 1.2% interest cost to fund financing 

receivables resulting in a 12.2% net interest margin.  
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HGV has visibility into long-term supply. The estimated contract sales value related to HGV’s inventory 

that is currently available for sale at open or soon-to-be open projects and inventory at new or existing 

projects that will become available for sale in the future upon registration, delivery or construction is 

approximately $11 billion at current pricing. Capital-efficient arrangements, comprised of HGV’s fee-for-

service and just-in-time inventory, represented approximately 39% of that supply. This enables HGV to 

efficiently manage inventory to meet predicted sales, reduce capital investments, minimize their 

exposure to the cyclicality of the real estate market and mitigate the risks of entering new markets.  

 

HGV is differentiated in the timeshare industry because of the Hilton brand.  
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HGV’s unique relationship with Hilton gives it a unique sourcing opportunity from Hilton’s large and 

growing loyalty members.  

 

HGV has been a consistent market share gainer and while the timeshare industry as a whole saw sales 

fall -35% in 2009, HGV’s sales fell just 3%.  
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HGV is also a best-in-class operator with thirty straight years of Net Owner growth and continues to have 

a long runway for growth.  

 

 

 

 

New owners consistently spend more incrementally compared to their initial spend giving HGV more 

predictability into higher margin repeat business.  

 

Leisure travel and the increased emphasis on experiences are dominant themes that are likely to stay 

and remain recession resilient.  
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HGV’s recurring business model, unique brand, consistent market share gains and strong growth, and 

exposure to the more recession resilient leisure travel market gives us confidence to model continued 

HSD revenue growth even without any benefits from the Diamond acquisition.   

 

Diamond Acquisition is a Game Changer 

HGV has the best brand (Hilton) in the timeshare industry while Diamond is unbranded and at the time of 

acquisition was the largest independent timeshare operator. Diamond will now have access to Hilton’s 

membership base which should increase Diamond’s membership retention, boost growth and lower 

customer acquisition costs. The acquisition brings HGV significant scale, doubling their owner base, 

properties, and sales centers. Diamond also enables HGV to target the upscale customer segment 

potentially reaching millions of Hilton loyalty customers that were previously not a good fit for HGV’s 

mostly luxurious properties. Acquiring Diamond provides HGV with a level of product diversity and scale 

immediately which would have taken over a decade to achieve organically.  
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While there has not been that much M&A in the timeshare industry, it is common to underestimate the 

revenue synergies and for the combined company to over-deliver on the estimated cost synergies. For 

example, when Mariott Vacations Worldwide (VAC) acquired Welk Resorts (one of the largest 
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independent timeshare companies in North America), VAC projected they could more than double 

EBITDA by simply integrating Welk’s unbranded properties into the branded Hyatt loyalty program 

network. In another VAC deal (acquiring ILG), VAC increased their synergy estimates from 20% of ILG’s 

EBITDA right before the acquisition to almost 60% after a couple of years of execution. As of the end of 

2022, HGV has rebranded one-third of total keys acquired and remains on schedule to have nearly all 

Diamond targeted properties rebranded by 2025.  

While we believe that there is a high likelihood of significant revenue synergies from this transformative 

acquisition, we do not model them and instead have EBITDA margins expanding only slightly from 27.8% 

to 29.7% driven by increased scale.  

 

Valuation 

12x 2027 EBITDA results in 312% upside for a 32.8% IRR and our 2027 EBITDA does not give credit for 

any revenue synergies HGV might be able to achieve. Our multiples expansion is justified as the market 

comes to better appreciate the resiliency of HGV’s highly recurring business model which should shine 

through in the next recession, the increased scale from the Diamond acquisition, and the potential for 

revenue synergies.  

 

 

Catalysts 

Successful rebranding of Diamond acquisition. Nearly all Diamond targeted properties should be 

rebranded by 2025.  

Earnings resiliency. HGV earnings should prove to be more stable even in a tough macro environment.  
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This material does not constitute an offer or the solicitation of an offer to purchase any interests in TMR Partners 

Long Short Opportunities Variable Net, LP (“TMR Variable Net”) and/or TMR Partners Long Short Opportunities, LP 

(“TMR Long Short”), both Delaware limited partnerships (each a “Fund” and collectively, the “Funds”), which such 

offer will only be made via a confidential private placement memorandum (the “Memorandum”) pertaining to such 

Fund. An investment in the Funds is speculative and is subject to a risk of loss, including a risk of loss of principal. 

There is no secondary market for interests in the Funds and none is expected to develop. No assurance can be 

given that the Funds will achieve their objective or that an investor will receive a return of all or part of its investment.  

All statements herein are qualified in their entirety by reference to the relevant Fund Memorandum, and to the extent 

that this document contradicts that Memorandum, the Memorandum shall govern in all respects. All Fund investors 

must be verifiable accredited investors.  

 

This material is confidential and may not be distributed or reproduced in whole or in part without the express written 

consent of TMR Capital LLC, a Delaware limited liability company (the “Investment Manager”).  the information in 

this document is not personalized investment advice or an investment recommendation on the part of the Investment 

Manager. No representation, warranty, or undertaking, express or implied, is given as to the accuracy or 

completeness of the information or opinions contained in this document, and no liability is accepted as to the 

accuracy or completeness of any such information or opinions. This material is not intended to provide, and should 

not be relied on for, tax, legal, or accounting advice. You should consult your own tax, legal, and accounting advisers 

before engaging in any investment transaction. 

 

In the case of both TMR Partners Long Short Opportunities Variable Net , LP and TMR Long Short, the performance 

data discussed herein reflect the deduction of: (i) an annual asset management fee of 2.0%, charged quarterly; (ii) 

a performance allocation of 20%, taken annually, subject to a “high water mark;” and (iii) transaction fees and other 

expenses actually incurred.  Results were achieved using the investment strategies described in the Memorandum. 

 

Results are compared to the performance of the S&P 500 Index and the Eurekahedge Long Short Equities Hedge 

Fund Index (collectively, the “Comparative Indexes”) for informational purposes only. The Fund’s investment 

program does not mirror any of the Comparative Indexes and the volatility of the Fund’s investment program may 

be materially different from the volatility of the Comparative Indexes.  The securities included in the Comparative 

Indexes are not necessarily included in the Fund’s investment program and criteria for inclusion in the Comparative 

Indexes are different than criteria for investment by the Fund.  The performance of the Comparative Indexes reflects 

the reinvestment of dividends, as appropriate. 

 

This material contains certain forward-looking statements and projections regarding market trends, investment 

strategy, and the future asset allocation of the Funds, including indicative guidelines regarding position limits, 

exposures, position sizing, diversification, and other indications regarding the Funds’ strategies. These projections 

and guidelines are included for illustrative purposes only, are inherently predictive, speculative, and involve risk and 

uncertainty because they relate to events and depend on circumstances that will occur in the future.  The guidelines 

included herein do not reflect strict rules or limitations on any Fund’s investment program and that Fund may deviate 

from the guidelines described herein. There are a number of factors that could cause actual events and developments 

to differ materially from those expressed or implied by these forward-looking statements, projections, and 

guidelines, and no assurances can be given that the forward-looking statements in this document will be realized or 

followed, as described.  These forward-looking statements will not necessarily be updated in the future. 

 

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. 


