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TWST: Please start with a brief history and an 

overview of Hurley Capital.
Mr. Goldblum: Hurley Capital was founded in 2003 to 

provide conservative value-oriented investing solutions for indi-
viduals and small institutions. When I left my last Wall Street job it 
seemed to me that all the good research analysts wanted to work for 
hedge funds or mutual funds and no one really focused on providing 
sophisticated portfolio management for individuals. I thought that a 
conservative absolute-return approach might resonate with inves-
tors who typically have traditional buy-and-hold portfolios with al-
locations of single strategy ETFs or mutual funds. 

At Hurley Capital we use a go-anywhere strategy of pri-
marily stocks, but also bonds, convertibles, preferreds, REITs or 
even MLPs, master limited partnerships, to provide absolute re-
turns with below market volatility. We believe that if we can di-
minish the ups and downs that rattle investors, hopefully we can 
help them avoid those “sell low/buy high” decisions that you 
typically see. We offer a core equity strategy and a few variations 
of that, including a more conservative portfolio, a less conserva-
tive portfolio, and we also have an income-focused portfolio. We 
currently offer separately managed accounts. Within our separate 
account structure, we can also customize accounts to a client’s 
specification. We started seven-plus years ago with a handful of 
clients custodied at Schwab Institutional, and now have several 
hundred accounts under management.

TWST: Would you further describe your overall 
investment and asset management philosophy?

Mr. Goldblum: We have an investment product that we 
call Hurley Capital Core Equity Composite. It’s a separately man-
aged account product that’s available directly through Hurley Capi-
tal, as well as on the Schwab Institutional and Morgan Stanley 
Smith Barney SMA platforms. We currently manage over $60 mil-
lion, and our separate account product has received five stars from 
Morningstar overall and for trailing three- and five-year time 
frames.

As far as our product is concerned, our biggest differentia-
tors from other value-focused managers are, number one, we invest 
alongside our clients with the majority of our investable capital. 
Number two, we only invest in what we understand and can follow. 
What I mean by that is, from reading the SEC filings we can’t un-
derstand and monitor the asset portfolio of banks, or the risk profile 
of property and casualty insurance firms. And therefore, we don’t 
mess with them. Diversification for us means diversified risks, not 
necessarily checking every box or investing in every sector. Number 
three, we’ll occasionally short stocks, and we think having short 
positions further bolsters a conservative, absolute-return focus. We 
run a relatively concentrated portfolio of up to about 25 invest-
ments, and the theory there is investing in our 26th favorite idea 
would dilute the effort we’re able to put into each investment.

TWST: What criteria do you use in selecting those 
investments?

Mr. Goldblum: The sort of investment that we look for 
and that we like is a good risk/reward with the emphasis on man-
aging downside risk. An important criteria for us for a lot of our 
investments is an economic tailwind, so we like to buy inexpen-
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sive stocks in industries with positive momentum. Simply the 
math is a $10 stock with $1 of earnings trades at 10 times earn-
ings, and should earnings grow to $1.25 and trade at 15 times, 
now you’ve got an $18, $19 stock. So that’s another criteria. 
And thirdly, we also do a fair amount of what I would call spe-
cial situations. And for us special situations are ones where the 
confluence of value — whether it’s on a free cash flow basis or 
EV/EBITDA basis, whatever is appropriate — and an upcoming 
catalyst such that the macro, sector-specific tailwind doesn’t 

need to be there.
TWST: How important are dividends in your invest-

ment selections?
Mr. Goldblum: We have many investments that provide 

dividends or distributions of some sort. I think it is useful in as 
much as it helps returns. It tempers downside in stocks; it’s harder 
for a stock with a 5% dividend to crash than one without. And 
frankly it’s a positive reflection on management when they can 
offer a dividend while still growing the company.

TWST: What triggers an exit for you?
Mr. Goldblum: As we invest in a stock we have a tar-

get price, which we review and raise, or lower as new informa-
tion comes out, whether it’s an earnings release or what have 
you. So as our stock reaches its target price, we’re typically 
looking to sell.

TWST: What are the best areas of opportunity 
you’re finding for clients today?

Mr. Goldblum: One area that has been fertile for us 
lately are post-bankruptcy companies, and we have recently in-
vested in a few of them. An example I’d give, which will reflect 
also on our approach, is Charter Communications (CHTR). It 
has about 100 million shares outstanding. It closed at $48.80 a 
share today, so a market cap of just over $5.3 billion. Charter is 
the fourth-largest cable company in the country with five million 
customers in 25 states. They are skewed toward rural areas as 
compared to the Comcasts (CMCSA) and Time Warner Cables 
(TWC) of the world.

Charter came out of bankruptcy in 2009 and has many 
of the attributes we look for in an investment. One, it’s a stable 
and growing business. As you may know, operational perfor-
mance of cable companies held up really well in 2008-2009, and 
the continued growth in the double plays and the triple plays of 
the video and phone, or phone and Internet, or all three has en-
abled those customer relationships to become stickier. Number 
two, Charter has a high free cash flow yield, so the amount of 
cash flow that’s available to the company after paying for capital 
expenditures by our estimate is about 15% of the current market 

cap for 2012 and about 10% for this year — and management has 
demonstrated this free cash flow will be used for the benefit of 
shareholders. Even this month they’ve bought back stock, they’ve 
made a small accretive acquisition and they have over the last 
year or so continued to restructure their debt. 

Number three, we love the high inside ownership. The 
top four investors of Charter own about 75% of the outstanding 
shares as a result of their ownership of bonds of Charter during 
bankruptcy. They have board representation, and I would suspect 

they’re quite involved in the strategic and tactical planning at the 
company. And number four, what we really like is that their suc-
cess depends on something that’s already occurred in much of 
their industry. What I mean by that is in the case of Charter, as 
a result of the bankruptcy, they are a year or two behind other 
cable operators in deploying modern infrastructure to enable 
things like high-definition channels or high-speed Internet. And 
so as these deployments continue and their customer penetration 
levels approach that of their comparable peers, we think Charter 
will grow. Like I said, the stock closed about $48.80 today. We 

have a target price of $63 on Charter based on 10% free cash 
flow yield on our estimated 2012 free cash flow. The last thing I’d 
add on Charter is that an acquisition of Charter by a larger 
competitor would yield hundreds of millions of savings on pro-
gramming costs, not to mention other duplicative costs that could 
be taken out. We never own an investment based on the likelihood 
of it being bought out, but it’s nice to know the possibility and 
value proposition there. 

TWST: Are there any other areas of opportunity?
Mr. Goldblum: We’ve been invested in pipeline part-

nerships since our inception, which can offer a nice combination 

“The sort of investment that we look for and that we like is a good risk/
reward with the emphasis on managing downside risk. An important criteria 
for us for a lot of our investments is an economic tailwind, so we like to buy 
inexpensive stocks in industries with positive momentum.”

1-Year Daily Chart of Charter Communications
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of income and growth. Our involvement there led us to a recent 
investment called Atlas Energy, L.P. (AHD). Atlas Energy has 
about 51 million shares outstanding and trades at around $22.30 
for a market cap of $1.15 billion. There are two pieces to Atlas 
Energy. Up until mid-February this business was called Atlas 
Pipeline Holdings L.P. Its two primary assets were the general 
partner of a publicly traded firm, Atlas Pipeline Partners L.P. 
(APL). They’re a natural gas processing and transportation mas-
ter limited partnership, which we also own. And the second piece, 
AHD owns 5.75 million units of APL. As background, as general 
partner of APL, AHD is entitled to receive a growing share of 

incremental cash flow at APL. 
Thirdly, in mid-February AHD changed its name to 

Atlas Energy L.P., as AHD bought for $250 million a partner-
ship business and other assets from the former Atlas Energy 
Inc., which was another public company, which was sold to 
Chevron (CVX). This partnership business, which the current 
AHD CEO, Ed Cohen, has been running for years, structures and 
operates private natural gas partnerships for investors that benefit 
from the upfront tax benefit of natural gas drilling. AHD unit 
price moved up recently when management raised guidance for 
distributable cash flow for this year to $1.10 to $1.20 a unit from 
$0.70 to $0.80, based on their beginning to raise money for new 
natural gas partnerships. But based on management’s guidance of 
trying to raise $250 million in 2011 and expected growth with 
APL, we think AHD distribution run rate will reach $1.80 to 
$1.90 per unit by the middle of next year. We feel comfortable 
with the company’s ability to raise that $250 million this year, 
because during each of the years from 2007 through 2009 they 
raised in excess of $300 million. So if you assume a target yield 
of 6% on our projected $1.80 to $1.90 distribution, AHD stock 

would reach $31. And we think there is a meaningful chance of 
further upside on additional partnership funds raised at AHD or 
faster than guided growth at APL, or higher natural gas prices.

TWST: You mentioned earlier looking for economic 
tailwinds and industries with positive momentum. Are there 
any industry sectors that you’re particularly bullish on?

Mr. Goldblum: One sector that we feel comfortable in 
and know quite well is the software industry. It is a service-based 
industry, there is very low fixed costs, obviously very low com-
modity exposure and good pricing power. So that’s an area where 
we have investments. We also, as an inflation hedge, as I men-
tioned, have indirect exposure to energy via some of these pipe-
line investments, MLP investments, and we also have direct 
energy exposure through other investments, such as a current in-
vestment in Williams Companies (WMB).

TWST: Are there any industry sectors you’re cau-
tious about?

Mr. Goldblum: Yes, I’m particularly nervous about 
areas like industrials. I think that as the Asian countries look to 
tamp down growth through raising interest rates, you might see a 
reduction in growth at firms in the industrial industry that are 
selling equipment there. Furthermore, these companies are trad-
ing at higher than historic multiples and are generating higher 
than historic margins in many cases.

TWST: Are there any other top investment picks or 
favorite names right now you’d like to mention?

dTWST: Is there any particular advice you’d give 
investors in terms of diversification and having the right mix 

of asset type, etc.?
Mr. Goldblum: We are partial to the value approach. 

It’s how we’re wired. I think one’s portfolio these days must be 
cognizant of the meaningful risks outstanding on potential infla-
tion issues with potential dollar weakness, while also trying to 
maintain exposure to growth. After all one of the beneficiaries of 
a weakening dollar is stocks. I am worried about risks associated 
with fixed income that doesn’t provide distribution growth. Also 
I think you have to have investments in companies that have ei-
ther growth in their business or a worldwide footprint, such that 
should the dollar continue to decline your value won’t decline 
along with it.

TWST: What’s your overall outlook for the market 
for the next 12 months or so?

Mr. Goldblum: We are stock pickers. Whether it’s 
stocks, bonds, preferreds, whatever, we look to provide a diversi-
fied set of investments that have good risk returns. Predicting 
where the market’s going — or have a feeling for where the mar-
ket’s going beyond having a feel for a particular sector to fish in 
— is not what we do. Our investments aren’t bets on this or that 

1-Year Daily Chart of Atlas Energy L.P.
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“One sector that we feel comfortable in and know quite well is the software 
industry. It is a service-based industry, there is very low fixed costs, 
obviously very low commodity exposure and good pricing power.”
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happening, but a diversified approach toward doing okay if oil 
goes up or doing okay if inflation goes up, but not doing badly if 
it doesn’t. So I don’t think of what we do as being centered on a 
certain view on where the market’s going to go over the next six 
to 12 months.

TWST: Is there anything we haven’t yet discussed 
that you’d like to add?

Mr. Goldblum: I think in a market where there are a lot 
of products that are focused on particular niches — whether it’s 
emerging markets or real estate or municipal bonds or whatever 
— I think a conservative, absolute-return, go-anywhere approach 
with a value process can be beneficial to investors. A lot of pres-
sure is put on the shoulders of allocators — whether it’s an indi-
vidual or a financial adviser or a portfolio manager, when there 
are so many niche products out there — to determine the proper 
allocation at all times, pursuant to a multiyear strategy, without 
giving any leeway to the expertise of the folks whose feet are on 
the Street, so to speak, and doing the investing. In that respect I 
believe our approach has been successful, and I think because of 
our structure can be successful going forward. 

Our firm claims compliance with the GIPS standards, 
and our performance is calculated using the methodology pre-
scribed by GIPS. Through Dec. 31, 2010, our five-year annual-
ized returns are 9.2% after all fees, while the S&P 500 total return 
was 2.3%. Our cumulative composite return since inception is 

101% versus S&P at 44.6%. On our Web site, www.hurleycapital.
com, the annual numbers are available in each of our quarterly 
newsletters along with the proper disclosures. Generally we’ve 
done well in the good times and protected clients’ assets in the 
bad times. We talked about the low-volatility approach, and gen-
erally over any time frame we have less volatility, less downside 
and get a fair amount of the upside, which as a result has provided 
much better returns.

TWST: Do you use the S&P as a benchmark?
Mr. Goldblum: Because it’s a value strategy and pri-

marily stocks, we use the S&P 500 as our benchmark. As we 
have a mix of institutional and individual clients, the S&P 500 
is something that’s accessible to folks, so that’s what we’ve 
used traditionally.

TWST: Thank you. (MN)
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