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Robotti & Company Advisors is a value-oriented
investment manager founded over 30 years ago
by Bob Robotti.

• Value is the foundation of our investment process.

• We believe the market price of a security does not 
necessarily indicate the true economic worth.

• Our analysts research and identify equities selling at a 
significant discount to intrinsic value.

Who Are We?
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What Makes Us Different?
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Our investment philosophy most often leads us to contrarian ideas.



The Idea
Allison Transmission Holdings, Inc.
(NYSE: ALSN)

Illustrative purposes only.  Not necessarily indicative of any past specific recommendation of Robotti & Company Advisors, LLC



Allison Transmission (ALSN)
Capitalization

(US$ as of 9/12/16) 

Source: ALSN Financial Reports, Robotti & Company Advisors Estimates

Price  $27.62  
Diluted Shares  170.0  

Market Cap  4,695  
LT Debt  2,368  
Cash  364  

Enterprise Value  6,700  
52 Week High  $30.52  
52 Week Low  $20.56  

• Allison Transmission (NYSE: ALSN) is
the world’s largest manufacturer of fully-
automatic transmissions for medium- and
heavy-duty commercial vehicles with 63%
of global market share.

• A wide moat enables industry leading
margins and high returns on tangible capital.

• A tax shield lasting until 2022 will allow
Allison to continue generating substantial
free cash flow in excess of GAAP earnings.

• Prudent capital allocation has led
Management to pay down $1.8 billion of
net-debt since 2008, pay a dividend and
begin repurchasing shares.

• Shares of Allison currently provide long-
term investors with asymmetric risk/reward.
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$USD mm  FY '14 FY '15 TTM
Revenue  2,127  1,986  1,908  

EV / Sales  3.2x   3.4x   3.5x   
EBITDA  745  720  680  

EV / EBITDA  9.0x   9.3x   9.9x   
Diluted EPS  $1.25  $1.03  $0.99  

P / E  22.0x   26.8x   27.9x   
Free Cash Flow  540  530  564  

FCF Yield  11.5% 11.3% 12.0% 
Diluted Shares Out  182  177  170  

Financial Summary

Investment Summary

Prices as of 9/26/16



Background
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Allison Transmission Price Chart
3/15/12 - 9/15/16

3/14/12 
IPO $23 per share
Mkt Cap: $4,215
Ent Val:    $7,280

9/12/16
$26.88 per share
Mkt Cap: $4,570
Ent Val:    $5,574

Source: Allison Website, Carlyle, Onex to Shed Remaining Shares in Allison Transmission, Wall Street Journal (9/3/14), Capital IQ

• Acquired by General
Motors in 1929

• Sold in 2007 for $5.6
billion to The Carlyle
Group and Onex

• IPO in March 2012 at
$23 per share implied
$4.2 billion enterprise
value

• Carlyle and Onex exited
in September 2014

• Operations in 80 countries with regional facilities in Brazil, China,
Hungary, India, Japan and The Netherlands

• 2,700 employees worldwide



Vehicle Transmission 101
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source: http://www.jatco.co.jp/ENGLISH/monozukuri/introduction

source: http://www.howstuffworks.com

Types of Vehicle Transmissions

1. Manual (Standard)
2. Automatic Manual (AMT)
3. Fully-Automatic



Place in the Supply Chain

8Source: Robotti & Company Research
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Revenue Breakdown: Core Markets

9Source:  ALSN Q2 2016 10Q
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Who Buys Automatic Transmissions?
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Source:  ALSN Q2 2016 Investor Presentation



Value Proposition of Automatic?

11Source:  ALSN Q2 2016 Investor Presentation

• Increased Productivity             
(acceleration)

• Maintenance Savings                         
(life cycle cost)

• Fuel Efficiency

• Driver Skillset / Wages

• Training (time, cost)

• Shift Quality

• Safety

• Residual Value



Consensus View
What’s Priced Into the Stock Price?



Revenue Growth Has Been Challenged

13Source: ALSN Financial Statements
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Incremental Improvement is Harder at The Top
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• Widely acknowledged as having “best in class” margins
• Margin improvement from labor savings and supply chain 

improvements are longer-term efforts
• Without a near-term catalyst for margin improvement, “best in 

class” becomes “B-O-R-I-N-G”

Source: ALSN Q2 2016 Investor Presentation



Target Leverage Achieved
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• Future share repurchases are given little value by analysts

Source: ALSN Q2 2016 Investor Presentation, Robotti & Company Advisors Calculations



Variant View
How does our view differ from 
consensus?



Evidence of a Moat

17Source: ALSN Financial Statements, Robotti & Company Advisor Calculations, RBC Initiation Report (3/14/16)

• High returns on tangible invested capital indicate the 
presence of high barriers to entry 

• Limited and stable number of competitors



Source of a Moat

18Source: ALSN Q1 2012 Investor Presentation



End Markets: N.A. On-Highway

19Source:  ALSN Q2 2016 Investor Presentation

• 30% - 40% of N.A. On-Highway volume is driven by municipal spending
• General Motors re-entry into Class 4-5 market
• TC10 aimed penetrating the Class 8 Metro market

% of 2015 Revenue 1%                   5%                      16%                  30%                   43%         5%                     0%



Off-Highway/ Defense Markets
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Source:  ALSN Finical Statements
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What About International Sales?

21Source:  ALSN Q2 2016 Investor Presentation
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Margin Expansion Opportunities

22Source: ALSN Q2 2016 Investor Presentation, ALSN Financial Reports, Robotti & Company Advisor Calculations



Income Tax Attributes

23Source: ALSN Q2 2016 Investor Presentation



History of Prudent Capital Allocation
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Source: ALSN Q2 2016 
Investor Presentation

Free Cash Flow Use



Valuation / Margin of Safety
How can we make money?             
How can we lose?



Current Valuation

26Source: ALSN Financial Statements, Robotti & Company Advisors Calculations, Projected OE using Cap IQ estimates

We define Owner Earnings as:
Earnings Before Interest, Depreciation & Amortization

- Maintenance Capex
- Interest Expense
- Cash Taxes
= Owner Earnings



Downside Case – Margin of Safety

27Source: Robotti & Company Advisors, Illustrative purposes only.  Not necessarily indicative of any past specific recommendation 
of Robotti & Company Advisors, LLC



Range of Value: Base Case

28Source: Robotti & Company Advisors, Illustrative purposes only.  Not necessarily indicative of any past specific recommendation of  
Robotti & Company Advisors, LLC



Range of Value – Upside Case

29Source: Robotti & Company Advisors, Illustrative purposes only.  Not necessarily indicative of any past specific recommendation of  
Robotti & Company Advisors, LLC



Investment Themes
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Industries facing significant near-term headwinds /
“unknowns.”
Individual companies that are certainly not

immune to the industry-wide issues and may even
have more serious complications.
Large inside-ownership – managers / boards who

‘eat their own cooking.’
The dynamics are in place for very long runways

of growth.



Disclosure: Ownership Information
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Disclosures Allison Transmission
(NASD:ALSN)

David Kessler and/or members of his household has a financial 
interest in the following securities Yes

Robotti & Company or its affiliates beneficially own common 
equity of the following securities Yes

Robotti & Company or its affiliates beneficially own 1% or more 
of any class of common equity of the following securities No

David Kessler serves as a Director or Officer or Advisory Board 
Member of the following securities No

Disclaimer: Analyst Compensation: While this report is not a research report of any broker or dealer, compensation of analysts of the Firm is
based on: (1) the analyst’s productivity, including the quality of the analyst’s research and the analyst’s contribution to the growth and
development of our overall research effort; (2) ratings and direct feedback from our investing clients, our sales force and from independent
rating services. The Firm’s management is responsible for establishing these compensation guidelines and for reviewing and approving
compensation. Analyst contribution (if any) to the investment banking business of any affiliate of the Firm is not a factor in determining his/her
compensation for either entity and compensation is not, directly or indirectly, related to the specific recommendations or views expressed in the
report.

Analyst Certification: The author certifies that the views expressed in this financial model accurately reflect his personal views about the subject
securities or issuers and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations
or views contained in this presentation. The author, from time to time, may have long or short positions in, and buy or sell, the securities, or
derivatives (including options) thereof, of companies mentioned herein. This is not a complete analysis of every material fact regarding any
company, industry or security.
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Robotti & Company Advisors, LLC (the “Firm”) is not providing investment advice through this material. This presentation is provided for
informational purpose only as an illustration of the firm’s investment philosophy and shall not be considered investment advice or a
recommendation or solicitation to buy or sell any securities discussed herein, and does not contain enough information to be considered a
recommendation or a research report.

As of the date of this presentation the firm continues to own the securities discussed herein. These opinions are not intended to be a forecast of
future events, a guarantee of future results, or investment advice. Past performance is not indicative of future results, and no representation or
warranty, express or implied, is made regarding future performance.

Robotti & Company Advisors, LLC or its affiliates may engage in securities transactions that are inconsistent with this communication and may
have long or short positions in such securities. The information and any opinions contained herein are as of the date of this material, and the firm
does not undertake any obligation to update them.

This material does not take into account individual client circumstances, objectives, or needs and is not intended as a recommendation to any person
who is not a client of the firm. Securities, financial instruments, products or strategies mentioned in this material may not be suitable for all
investors. The Firm does not provide tax advice. Investors should seek tax advice based on their particular circumstances from an independent tax
advisor.

In reaching a determination as to the appropriateness of any proposed transaction or strategy, clients should undertake a thorough independent
review of the legal, regulatory, credit, accounting and economic consequences of such transaction in relation to their particular circumstances and
make their own independent decisions. By virtue of this publication, neither the Firm nor any of its employees shall be responsible for any
investment decision.

This confidential presentation contains information that has been compiled, by the Firm, from sources believed to be reliable; however, there can be
no guarantee as to the accuracy or completeness of such information. It also contains statements, estimates and projections made by various third
party companies with respect to their historical and projected performance. There can be no assurance that such statements, estimates and
projections will be realized and actual results may vary materially from those indicated. Further, in any case, the Firm does not represent nor is
affiliated with any of the third party companies and other entities named and makes no representations as to the reasonableness of such assumptions
or the accuracy or completeness of the information contained herein. These materials are for the confidential use of only those persons to whom it
is transmitted.

This report may discuss numerous securities, some of which may not be qualified for sale in certain states and may therefore not be offered to
investors in such states. This document should not be construed as providing investment services. Investing in non-U.S. securities including ADRs
involves significant risks such as fluctuation of exchange rates that may have adverse effects on the value or price of income derived from the
security. Securities of some foreign companies may be less liquid and prices more volatile than securities of U.S. companies. Securities of non-U.S.
issuers may not be registered with or subject to Securities and Exchange Commission reporting requirements; therefore, information regarding such
issuers may be limited.

Disclaimer
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