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What Makes Robotti Different

Behavioral Edge
We take a longer-term view and have the 

ability to tolerate market swings. 

Leads Us To

Our behavioral edge comes from our ability to tolerate market volatility. As a result, our investment process
concentrates on understanding the long-term normalized earning power of a business well before the “investing
herd” gains interest.

Analytical Edge
Within the context of a longer-term 

perspective and 30+ years of experience, 
we have the ability to develop a different 

conclusion than that of the market.           

Informational Edge
Our network of industry relationships, 
focus on deep primary research, and 

experience serving on company boards, 
provides us with more pieces for 
building our information mosaic.
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Commonalities Among Value Investors
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“Ideal”

“To me, value investing is a big tent that accommodates many different people. At one end of the tent there is
Ben Graham, and at the other end of the tent there is Warren Buffett, who worked with Graham and then went out
on his own and made adjustments to the teachings of Ben Graham.”

- Jean-Marie Eveillard (Graham and Doddsville – Winter 2007 Ed.)



Today’s Value Investor Bias

“If you want to have a better performance than the
crowd, you must do things differently from the
crowd.” - Sir John Templeton
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Investing Checklist

 Is this company cyclical?

 Is the business tied to commodity prices?

 Is the business capital intensive?

 Is the balance sheet levered?

 Is there potential technological disruption?



Understanding the Value of Economic Cycles

Source: Capital Returns, Edward Chancellor, editor (2015)
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• Economic cycles resemble 
Schumpeter’s process of 
creative destruction 

• Opportunities often have long 
gestation periods as the timing 
of the pay-off can be highly 
uncertain

• Holding a contrarian view is 
difficult – even for a value 
investor

The Capital Cycle

New entrants attracted 
by prospect of high 
returns: Investors 

Optimistic

Rising competition 
causes returns to fall 
below cost of capital: 

Share Price 
Underperforms

Business investment 
declines, industry 

consolidation, firms 
exit:

Investors Pessimistic

Improving supply side 
causes returns to rise 
above cost of capital: 

Share Price 
Outperforms

Hunting ground for value investors



“History Never Repeats Itself Exactly…”
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“It is so much easier for (investors) to sell whatever has recently
disappointed investor expectations, no matter how inexpensive it has
become. Mutual-fund managers, desperate to put cash to work, don't buy
what is cheap but what is working, since what is cheap by definition
hasn't been working. It seems obvious that so long as there are inflows
into the hands of institutional investors, there will be a telescoping of
investment into the several dozen names that have reliably reported
quarter-by-quarter earnings growth and almost constant share-price
appreciation. It seems obvious, but is actually a slippery and very
dangerous slope. When stocks are rising for no better reason than that
they have risen, the greater fool is at work.”

“Why Value Investors are Different”
by Seth Klarman
Barron’s, February 15, 1999



How We Got Here:  Historical Spot Crude Prices (in USD)

Source: Federal Reserve Bank of St. Louis

1995 - 2004

1970 - 1984 1985 - 1994

WTI Spot, Nominal USD WTI Spot, Real USD
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• Demand for OSVs is a first derivative of the price of oil

2005 – 2018



Offshore Reserve Replacement Ratio Continues to Fall
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Source: Clarksons Platou August 2017 Tidewater Report



Offshore Spending Fell Before Oil Prices Did 
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Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19



Dramatic Reduction of the Breakeven Oil Price
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Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19

• Most offshore oil breaks even or
better near current prices after fall in
marginal production costs:
 80% breakeven with 10% return at $55/bbl

 67% breakeven with 10% return at $50/bbl

 51% breakeven with 10% return at $45/bbl

• Offshore breakeven price continues 
to fall due to structural and cyclical 
changes:
 Fewer days to drill, faster time to first oil & FID

 Standardization of technology

 Integrated project delivery

 Service cost deflation 

The industry is better prepared for moderated oil prices



Most Offshore Oil Remains Economic at Current Oil Price
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Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19



Why Now?  E&P Free Cash Flow
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Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19

• Even with the price of oil 
well below 2011-2014 
prices companies 
generate high free cash 
flow providing capital 
for potential investments

• Current free cash flow 
(pre-dividend) is the 
highest in 8 years

Free cash flows were 
negative heading into 
the downturn



OSV Equity Performance in 2018
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Source: S&P Capital IQ



Tidewater, Inc. (NYSE:TDW)
• Tidewater is a leading owner and operator of

Offshore Support Vessels (OSVs) supporting
offshore energy exploration and production
with exposure to all major regions

• Debt free balance sheet after emerging from
bankruptcy on 7/31/18 positions Tidewater to
lead OSV industry consolidation

• With the stock currently trading at a fraction
of replacement cost we believe the stock is
well positioned to benefit a recovery in the
offshore energy market while also providing
investors with a margin of safety

Tidewater has one of the strongest balance sheets in a rapidly improving 
industry and is positioned to take advantage of the current downturn

Source:  S&P Capital IQ, Tidewater December 2018 Overview
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Market Capitalization
Price  $21.79  

+ Shares  41  
Market Cap  $893  
+ LT Debt  470  
- Cash  371  

Enterprise Value  $992  
As of 1/10/19
USD millions (except share price)



Best Positioned to Participate in Market Recovery

Source: Tidewater December 2018 Overview
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• The OSV industry is highly fragmented with more than 500 vessel operators 
worldwide and roughly ½ the global fleet controlled by the top 20 operators



Tidewater > 40% Discount to Second-Hand Values 
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Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19



Demand is Driven by Offshore Rig Utilization

Source: Tidewater December 2018 Overview
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Fleet Growth Grinds to a Halt
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Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19



Scrapping Activity Increased in Recent Years

Page 19
Source: Tidewater December 2018 Overview

• In 2018 a record 95 AHTS were scrapped



Economics of Re-activating a Vessel
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Source: Tidewater December 2018 Overview



Is Available Capacity Lower Than It Appears?
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Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19, Tidewater December 2018 Overview

• “Easy to Reactivate” stacked 
capacity represents only ~8% 
of the active fleet

PSV Fleet Breakdown (December 2018)



OSV Market Equilibrium:  What Does it Look Like?
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Source: Tidewater December 2018 Overview



Vessel Day Rates are Improving
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Vessel Quality Matters
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Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19



Vessel Quality Matters

Page 25
Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19



Tidewater’s Fleet is Young and Modern
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Source: Tidewater December 2018 Overview



Capex:  Fleet Renewal Program Completed in 2018
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Source: Tidewater December 2018 Overview

• Renewal program capex of $4.1bn for vessels less than 12 years old 
vs. market cap today.



The People Factor

• Leadership - changes with the acquisition of 
GulfMark 

• Management – a meritocracy

• Board of Directors – aligned incentives
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Continued Rationalization to Reduce Costs and Capacity
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• Targeted cost synergies of $45 million in 2019

Source: Tidewater Presentation, Barclays CEO Energy-Power Conference, 9/6/18



Combined Fleet:  Leveraged to Offshore Recovery
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Source: Tidewater Presentation, Barclays CEO Energy-Power Conference, 9/6/18



Margin of Safety
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Source: Offshore Support Vessels: 2019 OSV Outlook and Macro Update, Clarksons Platou, 1/4/19

• Significant discount 
to tangible book value

• Significant discount 
to replacement cost

• Significant discount 
to second-hand value



Fleet Value

Page 32
Source: Tidewater December 2018 Overview



Risks To Our Thesis

• Oil prices could fall further or remain at current 
levels for an extended period leading major oil 
companies to defer capital expenditures and 
delay deepwater developments.

• Ship owners could delay scrapping older vessels.
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Disclosure: Ownership Information

Disclosures Tidewater, Inc. 
(NYSE:TDW)

Robert Robotti 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

Yes

Robert Robotti 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.



Disclaimer
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.



Questions

Bob Robotti
President & CIO

Robotti & Company Advisors, LLC
60 East 42nd Street

31st Floor
New York, NY 10065

+1 212 986 4800
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