
 

 

April 30, 2022 

We thought it would be appropriate this quarter to give an update on one of our favorite holdings, The Manitowoc Company. Our 

initial letter on Manitowoc (dated June 30th, 2019) is included for your reference.  The background we laid out at the time is still as 

valid today, but we feel that the company’s lean journey during the past three years has elevated Manitowoc into a world class 

organization.  

As mentioned in the 2019 letter, Barry Pennypacker was involved early in the development of the Danaher Business System. Barry 

and his team went on to use that experience to transform several companies, most notably Gardner Denver (now a subsidiary of 

Ingersoll Rand). Part of that team was a young protégé named Aaron Ravenscroft. Aaron started his career as a sell side analyst with 

Cliff Ransom, head of research at Janney Montgomery at the time and an expert on lean management. (There is a podcast interview 

with Cliff on our Front Street Capital Website that we highly recommend). Although we had not yet met Aaron, we had been 

constantly hearing about this brilliant young leader waiting in the wings. In August 2020, Barry retired as CEO of Manitowoc, making 

way for Aaron to take the mantle. 

In other cases, we have seen lean implemented (with varying success) using complex terminology and acronyms. We believe this 

lends itself to demonstrating the qualifications of the “lean instructor” rather than getting buy-in from the whole team. Aaron’s 

approach to Manitowoc’s lean transformation on the other hand, breaks down the process into understandable concepts so everyone in 

the organization can relate and implement. They call this approach “The Manitowoc Way,” and it harnesses the genius and 

engagement of each employee to drive long-term continuous improvement. We have had the privilege of living with Aaron’s 

leadership for almost two years now, and we could not be more impressed. We are confident Aaron has continuously improved upon 

the foundation Barry built and, at this time, we believe Manitowoc is as proficient in lean as any company in our portfolio (which is 

saying a lot). 

At 42 years old, Aaron is savvy beyond his years. Barry was a strong personality, and we know working under his wing was in some 

ways challenging for a young manager. But we believe that experience steeled and prepared Aaron in a unique way for such a young 

CEO. In addition, we believe his Wall Street background gives him a unique perspective on the short-term pressures that can be 

detrimental to leading a company. It takes courage to ignore these pressures and do what is best for the long-term. We believe great 

companies are led by CEO’s who can stay focused on continually improving the company’s ability to compound long-term free cash 

flow, rather than maximize quarterly earnings. Aaron has already proven his resolve in this regard. 

Barry’s (and by association Aaron’s) roots were born in the Danaher business model. A large part of that model is the astute allocation 

of capital, particularly regarding acquisitions. The core of lean management lies in the transformation to a collaborative, empowered 

organization. Great operators can acquire other companies, transform their culture, increase their free cash flow, and repeat. The result 

of this process can be a sustainable, long term compounding machine. Aaron has already shown his understanding and commitment to 

this model. Manitowoc has made two strategic acquisitions already during his short tenure. Again, at 42 years old, we believe we are 

at the embryonic stage of what could be a long journey of compounding.  

The crane industry is a cyclical business that has not had a meaningful upcycle since the great recession of 2009. Manitowoc has made 

monumental improvements in terms of operating efficiency and free cash flow generation since Barry’s arrival in 2016 that have been 

overshadowed by the state of the industry dynamics. As such, the most significant financial benefits from this work have yet to be 

realized as the company’s more efficient operating structure has not had the added revenue to really show results yet. With cyclical 

industries, often the longer the cycle stays down, the greater the upcycle. In the crane industry this is because you can only repair an 

old machine so many times before buying a new one is more cost effective. There is a time when just the replacement cycle of existing 

equipment will provide a dramatic increase in sales. We believe we are on the cusp of such a replacement cycle. In addition, we also 

feel this coincides with an upcycle for new construction of all types (including projects that would require cranes). Add to that the 

possible release of government funds for infrastructure spending, and there is the possibility of a crane super cycle over the next few 

years. We are confident that the dramatic improvements Barry, Aaron, and their team have made over the past six years will translate 

such a tailwind into meaningful free cash flow. 

Over the past couple of decades, the pattern in the equipment industry has shifted toward rental companies and dealers having a larger 

percentage of the industry profits. Much of this shift has occurred because of the lack of new equipment sales. Many of Manitowoc’s 

competitors complain about this so-called injustice. Aaron, on the other hand, is doing something about it. As previously mentioned, 

Manitowoc has recently made two acquisitions. One company is a crane dealer, and the other company is a rental company 

specializing in cranes. Manitowoc should reap the benefit of improving cash flow by implementing The Manitowoc Way. And by 

participating in another facet of the heavy equipment industry, Manitowoc expects to increase recurring rental and service revenue, 

which they believe will help to smooth out some future cyclicality.  More importantly, this move will allow more Manitowoc team 



members to operate even closer to more of its customers, which is one of the most important drivers of The Manitowoc Way across 

the entire company. 

Lastly, in 2019 we suggested that a fair valuation per share for a manufacturing company of this quality should be between 1 – 1.5 

times sales per share. Since 2019, sales per share have increased from $47 per share to over $60 per share. The upcycle for the 

industry seemed ready to unfold early in 2020, but that demand became derailed by the global pandemic. Again, coming out of the 

pandemic shutdown late last year, orders began to accelerate before the supply chain issues of late 2021 struck the global economy. As 

we speak, the company has a strong backlog of orders with the industry carefully watching for any positive impact from the release of 

U. S. infrastructure spending. 

In closing, the Tarkio team is proud to be partners with the team from The Manitowoc Company. We anticipate enjoying the dual 

benefits of compounding our knowledge and capital alongside them for decades to come.  

Thank you for your investment in the Tarkio Fund. 

Sincerely, 

The Tarkio Team 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

On April 30, 2022, MTW was 8.48% of the Tarkio Fund Portfolio at a share price of $13.24 a share. 

 

The mention of any investments in this commentary should not be considered a recommendation to sell or purchase the security(ies) 

mentioned or similar investments.  Please consult an investment professional on how the purchase or sale of such investments can be 

implemented to meet your particular investment objective or goals.   Investments in securities and/or similar investments are subject to 

risks.  It is important to obtain information about and understand these risks prior to investing. 

 

Mutual Fund investing involves risk. Such risks associated with the Tarkio Fund (including but not limited to Small/Medium Capitalization 

Risks, Foreign Securities Risk, Fixed Income Securities Risk, Non-Diversification Risk, and New Fund/Adviser Risk) as well as applicable 

investment objectives, charges and expenses must be considered carefully before investing.  

 

An investor should consider the investment objectives, risks, charges and expenses carefully before investing. A prospectus containing 

this and other information may be obtained by visiting www.tarkiofund.com or by contacting 866-738-3629. We encourage you to read the 

prospectus before investing. 

 

Tarkio Fund is distributed by Arbor Court Capital, LLC - Member FINRA/SIPC.  

 

 

http://www.tarkiofund.com/
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