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CAB: Corporate Action Could Bring a 41% Upside
03/20/17

Thesis:
Cabela’s Inc. (NYSE:CAB) is a specialty retailer and direct marketer of hunting, fishing, camping and related
outdoor products and operates in four segments including: retail, direct, financial services and corporate
overhead. CAB as a national retailer since 2013/2014 has executed poorly, its revenue has suffered and has
created a large amount of consumer loan losses and its attempt to expand its retail space has just added to its
high overhead. All this has lead to very poor performance over the past few years. An activist got involved and
has pushed CAB management to sell itself as a means to increase shareholder value. Before, the activist, the
price was about $44.10/share and the activist sold his position at about $62.06/share for a 39% gain. On 10/3/16,
papers were filed for Bass Pro Shop to pay $65.50/share in cash to CAB shareholders. At that time the completion
was estimated to be finished in the first half of 2017, or by 6/30/17. Since then the FTC has asked for some
additional information. Some on the Street think or want people to think that the deal will be not be completed.
The stock is trading about $46.43, thus if the deal is finished, you could see about a 41% gain. This is a discrete
investment, meaning the deal will or will not happen. If the deal does, investors will see a nice gain. If the deal
does not, investors will own a poorly performing retailer. However, CAB does have a goof Cash Flow and is
undervalued at today’s market price. So, a value investor is still buying an undervalued firm that most likely will
find another buyer over time. Our opinion is the deal will be completed, but will most likely take some additional
time. Plus, the new administration is pro business and we can’t think of any reason the FTC would black a couple
of retailers joining.

Description:
52Wk Range: $45.00 – $63.60; Common Shares Outstanding: 68.52M; Dividend & Yield: $n/a (n/a%); Institutional
Owners: 82.50%; Insiders Owners: 27.62%; EPS (ttm): $2.13; Short of Float: 4.51%. The price range of CAB is
shown for 1 year so you can see the impact of the activist, as well as, the price prior to his involvement, since
March 2016 to today.
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Source: Yahoo Finance
Cabela’s Incorporated operates as a specialty retailer of hunting, fishing, camping, shooting sports, and related outdoor
merchandise in the United States and Canada. The company operates through Merchandising and Financial Services
segments. It offers hunting equipment, including firearms, ammunition, optics, archery products, and related accessories
and supplies; clothing and footwear merchandise, such as fieldwear and sportswear apparel and footwear; and Cabela’s
branded merchandise in casual apparel and footwear, as well as in selected hard goods categories comprising camping,
fishing, and optics. The company also provides general outdoors merchandise consisting of fishing and tackle products;
various boats, electronics, and marine accessories and equipment; camping gear and equipment; food preparation and
outdoor cooking products; all-terrain vehicles and accessories for automobiles and all-terrain vehicles; and gifts and home
furnishings. In addition, it issues and manages Cabela’s CLUB Visa credit card, a rewards based credit card program; and
certificates of deposits, as well as underwrites credit statistics. The company offers its products through retail stores,
Cabelas.com and Cabelas.ca e-commerce Websites, inbound telemarketing, and catalogs. It operates 85 retail stores,
including 74 stores in the United States; and 11 stores in Canada. Cabela’s Incorporated was founded in 1961 and is
headquartered in Sidney, Nebraska.

Opportunities:
CAB is an undervalued firm awaiting a merger to be approved by the FTC that could see a 41% upside if it is completed.
Does the FTC think this merger will create too powerful of a monopoly? This type of opportunity is sometimes referred to
as a special situation or a workout.
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Strengths:
CAB has a positive cash flow of $65.37M compared to $-67.20M in cash flow YoY. That is about a 77.94%
increase. This should help with its margins and overall profitability. Cab has 304.17% more cash than a year
ago. This provides them with more options and could contribute to future growth. Revenue per share is
predictable. The P/B to close to a 1 year low, specifically its P/B is 1.57 today compared to 1.54 a year ago. The
P/S is at 0.77 today compared to 0.75 a year ago, thus it is close to a 1 year low. On 9/1/15, CAB announced a
stock buyback up to $500M of common stocks over a 2 year period. The market price on 9/1/15 was $46.36. That
was in addition to the April 2015 approval to buyback by about 2M shares. The April event was to offset the firm’s
dilution resulting from equity based awards under the firm’s equity compensation plan. Q4 saw a 1.2% revenue
increase in financial services to $132.7M.

Weaknesses:
Going back to 2014, CAB has a history for missing its guidance. Sales have decreased and consumer loan
losses increase, loss of market share all suggests poor management and operation of CAB. Plus, management
has been on a push to expand by opening up additional store, which appears to just make matter worse. Large
charge offs have been taken related to the consumer loans over recent years. CAB’s total debt as increased
compared to its total capital. It has increased to 75.32% YoY. Operating margin has been in decline over the past
5years to the tune of -4.5%. Asset growth is about 13.2% faster than revenue growth rate of 8.6% over the past 5
years. Meaning CAB is not efficient. CAB has been issuing new debt over the past 3 years to the tune of $1.9B.
But that amount of debt is overall acceptable. Q4 reported store sales decline of 6.5%. Capital One Financial
Corp which was buying some of the financial assets as part of the deal, which are very lucrative credit card
business, withdrew its application around the end of January 2017. Some expect the deal to extend out to
10/3/17 rather than 6/30/17. Additionally, the 10/317 date aligns with the date when the parties can walk away
from the deal. Currently, the deal can’t close until the financial segment is sold. In contrast, CAB in December
2016, said “…it would explore alternative structures to get the deal done.” Bear in mind the a Reuters report
saying Citigroup, Bank of America, and TD-Bank and Synchrony Financial were in the running to get the card
portfolio of higher the average credit scores. Plus, they would continue to provide credit card service to the
combined Bass Pro Shop company following the deal. Also, provide both parties agree, the 10/3/17 deadline can
be extended. And it would benefit both considering that CAB would owe $126M to Bass or Bass would owe CAB
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$230M if the deal is not done by 10/3/17. Another alternative to complete the deal would be to just spinoff the
credit card segment. All in all, only about 2% of all deals are ultimately challenged in court by the agencies.

Threats:
A possible decline in the overall economy, however, that is not very likely. The Fed has been increasing the
interest rates and appears to be moving to continue that trend which indicates a stronger economy. Naturally,
online shopping continues to take a toll on those with brick stores like Amazon for one.

Valuation:
Let’s look at the Consumer Cyclical Sector, and Retail – Apparel Specialty, Specialty Retail industry as a whole,
CAB and three others.
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Comparison Highlights:
Operating Margin at 6.63% is higher than 71% the Industry Median of 3.16%, Net Margin at 3.56% is 64% higher
than Industry of 1.92%, 3Yr Rev Growth of 6.10 is higher than 72% Industry of 1.10, P/FCF of 10.18 is 75% higher
than Industry of 17.68, P/OC at 6.89 is 76% higher than Industry of 11.10, 3Yr Average Share Buyback Ration at
1.00 is 77% higher than Industry at -0.30, P/TB at 1.58 is 61% higher than Industry at 2.15, Current Ration at 2.62
is 78% higher than Industry of 1.54,

On the negative side we see 1Yr Erng Growth at -20.20%, 1Yr FCF Growth at na, Qty Erng Growth at -26.30,
P/Owner Erng at 121.16 which is 93% lower than the Industry median of 19.25 among others noted above.

Fair Value Estimates:




Price of stock on 9/1/15 announcement of stock buyback was $46.36/share.
Price of shares prior to activist was $45.99 to $53.91 range.
Using DCF (FCF based) method the Fair Value = $48.76.

Catalyst:


Approval of the merger of Bass Pro Shop by the FTC for a Cash price of $65.50/share for CAB common stock.

Recommendation:
Acquire @ $46.40 or <
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Disclosure/Position:
Port Wren Capital, LLC does have a position in the common stock at this time.

Key:
Curr Ratio: Current Ratio, CapEx: Capital Expenditures, DCF: Discounted Cash Flow, Debt/Eq: Debt over Equity, EPS:
Earnings Per Share, EBITDA: Earnings Before Interest, Taxes, Depreciation and Amortization, Erng: Earnings, EV/EBIT:
Enterprise Value over Earnings Before Interest and Taxes, EV: Enterprise Value, EV/Rev: Enterprise Value over Revenue,
FCF: Free Cash Flow, FTC: Federal Trade Commission, FV: Fair Value, IPO: Initial Public Offering, Mkt Cap: Market
Capitation, MOS: Margin of Safety, mqr: Most Recent Quarter, P: Price, P/B: Price over Book, P/CFC: Price over Free
Cash Flow, P/E: Price over Earnings, P/S: Price over Sales, PWC: Port Wren Capital, Qty: Quarter, Rev: Revenue, R&D:
Research and Development, ROA: Return on Assets, ROC: Return on Capital, ROE: Return on Equity, ROIC: Return on
Invested Capital, TP: Target Price, ttm: Trailing Twelve Months, Yield %: Dividend annual Interest Rate, yoy: Year Over
Year, SOTP: Sum-of-the-Parts.
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All rights reserved. No part of this documentation may be reproduced in any form or by any means or used to make any derivative work (such as
translation, transformation, or adaptation) without written permission from Port Wren Capital, LLC.
Port Wren Capital, LLC reserves the right to revise this documentation and to make changes in content from time to time without obligation on the part of
Port Wren Capital, LLC to provide notification of such revision or change.
Port Wren Capital, LLC provides this documentation without warranty, term, or condition of any kind, implied or expressed, including, but not limited to,
the implied warranties, terms or conditions of merchantability, satisfactory quality, and fitness for a particular purpose PortWenCap,ilLmymake improvements or changes in
the product(s) described in this documentation at any time.
While every effort has been made to ensure accuracy in this document, no responsibility can be accepted for errors or omissions. This publication is not
intended to form the basis of a contract, and the company reserves the right to amend the design, content, without notice. All other products or service
names are the property of their respective owners.
Terms of Use:

Contact Information
Electronic mail: info@portwrencapital.com
Web Site: http://www.portwrencapital.com
Copyright © 2016 Port Wren Capital, LLC. All rights reserved. Port Wren Capital LLC Logo, PWC STOCK REPORTS, THE CONTRARIAN
NEWSLETTER, Finding Value Investments, Investment Research Experts are registered service marks of Port Wren Capital, LLC or its
affiliates.

PWC STOCK REPORTSSM
An Annual Subscription Service for Value Investing

SM

Port Wren Capital, LLC
Finding Value InvestmentsSM

www.PortWrenCapital.com
Info@PortWrenCapital.com
(803) 415-1935
__________________________________________________________________________________________________
You understand and acknowledge that this is not to be intended as investment advice, it is solely for general information and you are advised to perform
your own research and due diligence prior to making any type of investment and that investing in stocks involves risks that could result in part or all of
your capital invested.
Subscriptions Auto-Renew: Subscriptions to any Port Wren Capital, LLC Stock Report (PWC Stock Report) Auto-Renews. You may cancel your
subscription at any point, without penalty. Upon your cancellation, no more reports will be accessible. See No Refund below.
Product Pricing is intended for Retail Investors Only: The products and services described on this website are available only to retail investors and the
information on this Website is only for such persons. Institutional access to Port Wren Capital, LLC products and analyst are currently not allowed. For
purposes of our website, the term “Institutional” includes but is not limited to sophisticated non-retail investors such as investment companies, banks,
insurance companies, investment advisers, plan sponsors, endowments, government entities, and people acting solely on behalf of Institutional
Investors. By making a payment to Port Wren Capital, LLC you acknowledge that you are not an institution or acting on behalf of an institution.
Website Monitoring: The use of the services and products on this website by you may be monitored by Port Wren Capital, LLC. The results of this
information may be used by Port Wren Capital, LLC for our internal business purposes.
No Investment Recommendation or Professional Advice: You understand this is not meant to be considered providing individual or customized legal, tax,
or investment services and nothing contained in the materials should be construed as an offer to sell, a solicitation of an offer to buy, or a
recommendation for any security by us or any third party. You alone are solely responsible for determining whether any investment, security or strategy,
or any other product or service, is appropriate or suitable for you based on your investment objectives and personal and financial situation. Since each
individual’s situation is unique, a qualified professional should be consulted before making financial decisions.
Important securities disclaimer: You understand that no content published in our materials constitutes a recommendation that any particular security,
portfolio of securities, transaction or investment strategy is suitable for any specific person. Additionally, no materials are advising you personally
concerning the nature, potential, value or suitability of any particular security, portfolio of securities, transaction, investment strategy or other matter. To
the extent that any of the content published in our materials may be deemed to be investment advice or recommendations in connection with a particular
security, such information is impersonal and not tailored to the investment needs of any specific person. You understand that an investment in any
security is subject to a number of risks, and that discussions of any security published in our material will not contain a list or description of relevant risk
factors. In addition, please note that some of the stocks about which content is published in our materials have a low market capitalization and/or
insufficient public float. Such stocks are subject to more risk than stocks of larger companies, including greater volatility, lower liquidity and less publicly
available information. Content in our materials which may or may not be deemed by you to be recommendations may have an effect on their stock
prices. You understand that our material may contain opinions from time to time with regard to securities mentioned in other materials or products, and
those opinions in one materials or product may be different from those in another materials or product. You understand and agree that, although we
require all employees to disclose every stock in which they, their immediate family, or any entity under their control, have a personal interest, if such
stock is mentioned in our materials, or content which they write, non-employees, may write about securities in which they or their firms have a position,
and that they may trade for their own account, and that they may or may not be subject to a disclosure policy. In cases where we become aware that one
of its employees has violated his or her disclosure obligation, we will take appropriate action. However, you understand and agree that at the time of any
transaction that you make, one or more individuals or their affiliates may have a position in the securities written about. You understand that performance
data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that such calculations are not guaranteed
by these sources, the information providers, or any other person or entity, and may not be complete. From time to time, reference may be made on our
materials to prior articles and opinions we have published. These references may be selective, may reference only a portion of an article or opinion, and
are likely not to be current. As markets change continuously, previously published information and data may not be current and should not be relied
upon. All content in our materials is presented only as of the date published or indicated, and may be superseded by subsequent market events or for
other reasons.
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No Liability for Content and No Liability Resulting from Use: Port Wren Capital, LLC shall have no liability, contingent or otherwise, to you or to third
parties, or any responsibility whatsoever, for the failure of any connection or communication service to provide or maintain your access to this service, or
for any interruption or disruption of such access or any erroneous communication between Port Wren Capital, LLC and you, regardless of whether the
connection or communication service is provided by Port Wren Capital, LLC or a third party service provider. Port Wren Capital, LLC shall have no
liability, contingent or otherwise, to you or to third parties, for the correctness, quality, accuracy, timeliness, reliability, performance, continued availability,
completeness or delays, omissions, or interruptions in the delivery of the data and services available on this website or for any other aspect of the
performance of this service. In no event will Port Wren Capital, LLC be liable for any special, indirect, incidental, or consequential damages which may
be incurred or experienced on account of you using the data or services made available on this Website, even if Port Wren Capital, LLC has been
advised of the possibility of such damages. Port Wren Capital, LLC will have no responsibility to inform you of any difficulties experienced by Port Wren
Capital, LLC or third parties with respect to the use of the services or to take any action in connection therewith.
No Warranties are Made as to Security: Port Wren Capital, LLC makes no warranty whatsoever to you, express or implied, regarding the security of the
website, including with respect to the ability of unauthorized persons to intercept or access information transmitted by you through this service.
Content is Not to be Construed as a Solicitation or as a Recommendation: This material has been prepared for informational purposes only without
regard to any particular user’s investment objectives, financial situation, or means, and Port Wren Capital, LLC is not soliciting any action based upon it.
This material is not to be construed as a recommendation; or an offer to buy or sell; or the solicitation of an offer to buy or sell any security, financial
product, or instrument; or to participate in any particular trading strategy in any jurisdiction in which such an offer or solicitation, or trading strategy would
be illegal. Certain transactions, including those involving futures, give rise to substantial risk and are not suitable for all investors. Although this material
is based upon information that Port Wren Capital, LLC considers reliable and endeavors to keep current, Port Wren Capital, LLC has not verified this
information and does not represent that this material is accurate, current, or complete and it should not be relied upon as such.
No Determination of Suitability has been made, Not all Risks are Disclosed, Private Advisors should be Consulted: The fact that Port Wren Capital, LLC
has made the data and services provided on this website available to you constitutes neither a recommendation that you enter into a particular
transaction nor a representation that any idea described on this Website is suitable or appropriate for you. Many of the ideas described on this Web site
involve significant risks, and you should not enter into any transactions unless you have fully understood all such risks and has independently
determined that such transactions are appropriate for you. Any discussion of the risks contained herein with respect to any product should not be
considered to be a disclosure of all risks or complete discussion of the risks which are mentioned. You should neither construe any of the material
contained herein as business, financial, investment, hedging, trading, legal, regulatory, tax, or accounting advice nor make this service the primary basis
for any investment decisions made by or on behalf of you, your accountants, or your managed or fiduciary accounts, and you may want to consult your
business advisor, attorney, and tax and accounting advisors concerning any contemplated transactions.
No Representations made as to Other websites or Links: This service may provide links to certain Internet sites (the “Sites”) sponsored and maintained
by third parties. Port Wren Capital, LLC is providing such links solely as a convenience to you. Thus, Port Wren Capital, LLC makes no representations
concerning the content of the Sites. The fact that Port Wren Capital, LLC has provided a link to the Site does not constitute an endorsement,
authorization, sponsorship, or affiliation by Port Wren Capital, LLC with respect to the Site, its owners, or its providers. Port Wren Capital, LLC has not
tested any information, software, or products found on any of the Sites and therefore does not make any representations with respect thereto, including
any representations regarding the content or sponsors of the Site, or the suitability or appropriateness of the products or transactions described therein.
Capacity Limits, Slowdowns and System Outages: As a result of high Internet traffic, transmission problems, systems capacity limitations, and other
problems, you may, at times, experience difficulty accessing the Website or communicating with Port Wren Capital, LLC through the Internet or other
electronic and wireless services. Any computer system or other electronic device, whether, it is yours, an Internet service provider’s or Port Wren Capital,
LLC can experience unanticipated outages or slowdowns, or have capacity limitations.
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No Refund: All subscription fees/payments for Port Wren Capital, LLC products/services are non refundable. By making a payment to Port Wren Capital,
LLC you acknowledge that you have read and agree to Port Wren Capital, LLC No Refund Policy.
Privacy & Disclosure:
Private Policy: Port Wren Capital, LLC is committed to respecting the privacy of our clients. Port Wren Capital, LLC will not share, rent, sell or otherwise
disclose the personal information (name, address, e-mail address) of its clients without their advance permission. Port Wren Capital, LLC may disclose
information about our clients to our service providers with a need to know such information for purposes of performing those services to Port Wren
Capital, LLC. Port Wren Capital, LLC may also disclose information about our clients when it in good faith believes that such disclosure is required by
law.
Disclosure Policy: Our research/picks are for Members Only. Distribution of this material by subscribers is prohibited. Anyone caught sharing our
research in public will be subject to legal action and a lifetime ban. This policy also protects your investments as well as ours and thus allowing the ability
to achieve the maximum returns.
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