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4.3% Yield and Strong Business Momentum Despite Market Headwinds for SAMG

Price $16.77 Dividend Holding March 27, 2023

e 4.3% forward yield, paying out $0.72 per year. Expecting EPS growth of
around 12%.

e Expanding offerings to include OCIO (Outsourced Chief Investment Officer).

e Strong free cash conversion, converting 57% of EBITDA to free cash flow.

e Despite downturn in market, SAMG still has strong AUM growth of 28% since
its inception in 2003.

Investment Thesis

Silvercrest Asset Management (SAMG) is a full-service investment advisor providing
family office services targeting high-net-worth individuals and select institutional
investors. Currently, SAMG’s relationships are 68% individuals and families and 32%
institutional.

We expect SAMG to increase its EPS in FY23 to be at or above $1.50. SAMG has a
leading return on equity and cash flow among its peers, and a long history of consistent
AUM growth over the long term.

SAMG is a stable company with a solid business model in a difficult industry. Its focus on
ultra-high net worth is the best area of the industry. OCIO, Institutional and
International give SAMG some nice runways for growth. We have faith in management
and believe that SAMG provides a stable dividend distribution that will grow over time.
We believe the stock is undervalued.

Estimated Fair Value
EFV (Estimated Fair Value) = E24 EPS (Earnings Per Share) times PE (Price/EPS)
EFV = E24 EPS X P/E = $1.80 X 12.0 = $21.60

Our earnings estimates are based on continued strong AUM growth.
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Silvercrest Asset
Management Group (SAMG)

Price-to-Sales

Price-to-Earnings

Market Size and Profile

The family office market size is primarily catered to by boutique investment firms and
held a value of $18.7 billion in 2022. This is expected to have a 5.6% CAGR to 2029,
when the market will reach $28 billion.

Currently SAMG has $28.9 billion in assets under management, with a decade CAGR of
28%. SAMG targets those with $10 million in investible assets, with the top 50 clients
averaging $349 million in size. SAMG has a client retention rate of 98% over the
previous decade, which SAMG believes is due to their non-investment family office
services charging flat prenegotiated fees rather than based on assets. Most income is
derived from fees resulting from assets under management.

According to management on the 4Q22 Call, there is an intent to expand the
addressable market to international clients.

Services and Results

One of the newer services that SAMG offers is OCIO. The OCIO service operates like a
family office but typically is a manager assigned for multi-asset tax exempt entities.
Currently this service is in its infancy and has $1.45 billion in AUM. It differs from the
traditional family office in fee structure as well, with 0.4% on the first $50 million on a
stepping down basis.

Staff expenditures increased by 6% year over year for 4Q22, primarily attributed to new
staff hired across the company. Over the same period however, SG&A decreased by
54%, attributable to the closing of the acquisition of small cap growth asset manager
Cortina.

Downturns in the market have obviously negatively affected the earnings of SAMG. Total
AUM declined 10.5%, which caused revenue to decline 6.4% year over year. Despite
this, the EBITDA margin contracted 600bps to 19% which is still within the historical
range for SAMG.

Cash flow remains strong, with SAMG generating $23 million in operating cash flow for
FY22. While this is weaker than what was seen in FY21, it is in line with FY20. Free cash
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https://www.globenewswire.com/news-release/2022/10/05/2528727/0/en/Family-Office-Market-is-Expected-to-Reach-a-Valuation-of-US-27-59-Billion-by-2029-Regulatory-Perspective-Market-Potential-Adroit-Market-Research.html
https://seekingalpha.com/article/4584317-silvercrest-asset-management-group-inc-samg-q4-2022-earnings-call-transcript
https://www.silvercrestgroup.com/silvercrest-asset-management-group-acquires-cortina-asset-management/
https://www.silvercrestgroup.com/silvercrest-asset-management-group-acquires-cortina-asset-management/

flow for FY22 was $18 million, representing 57% FCF conversion. Yearly dividend yield is
at 4.27% and pays out $0.72 per year. Even in a worst-case market scenario there is
significant buffer room and we do not expect the dividend to fall. The dividend has a
trailing 5-year CAGR of 7.26% driven by AUM growth. Longer term we expect this 7-8%
CAGR dividend growth to continue.

SAMG repurchased $3.5 million shares in FY22, with $5.7 million remaining in the
authorization. SAMG is intent on keeping more cash in shorter term instruments or on
hand given market conditions. Additionally, as previously discussed, expanding
internationally and expanding the OCIO business will likely require the deployment in
capital of either additional experienced staff or M&A.

Risk

Market risk and its impact of AUM under management is a noncontrollable risk. While
this will likely not change the composition of the client base, SAMG may not realize as
high AUM growth as previous years as organic new business growth is offset by declines
in the overall equity market.

As previously stated, income is derived from fees resulting from assets under
management. If the AUM falls in the case of market downturn, fee income will also fall
but will fall less as some fees are fixed price fees not AUM based.
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Peer Comparisons

Price-to-Earnings
(FWD)

Price-to-Sales (TTM)

Price-to-Book (TTM)

Return on Equity

Dividend Yield

®

Silvercrest
Asset

Gladstone

Artisan

Partners Asset

T. Rowe Price

Management Capital (GLAD) Management Group (TROW)
Group (SAMG)

(APAM)

1.33

1.92

3.79

1.89 0.99 7.92 2.76
25.38% 4.17% 60.46% 14.54%
4.31% 10.00% 7.20% 4.48%
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Silvercrest Asset Management Group (SAMG)
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Disclaimer and Related Information

This article or video features Benjamin C. Halliburton, CFA or an investment idea(s) that
Mr. Halliburton or Tradition Investment Management, LLC (Tradition) may invest in. Mr.
Halliburton is the founder and owner of Tradition Investment Management, LLC which
has applied to be an RIA (Registered Investment Adviser). Until registration is complete,
Tradition is operating as a private family office. Tradition is paying Building Benjamins
LLC to publish this information and run the website. All material on the website should
be considered paid advertising by Tradition.

This article is a financial publication and is provided for educational purposes only. It is
not an investment recommendation nor investment advice. It does not take into
account your personal circumstance and whether this investment is appropriate for you,
your objectives, or your risk tolerance. Under no circumstance is Building Benjamins LLC
or Tradition Investment Management LLC responsible for any actions that you may take
after reading this educational information. Nothing from Building Benjamins LLC should
be considered personal investment advice. Building Benjamins LLC, the website, emails,
interviews, social media pages, and other materials are published by Building Benjamins
LLC and do not necessarily match the opinions of the individuals or companies published
or quoted herein. Investing, and in particular, stock or ETF investing, is risky and may
result in losses and sometimes loss of your entire investment. Stock investing has
company-specific operational risks like demand, competition, legal and regulatory, as
well as broader financial market risks like liquidity, economic cycle, and government
policy. You may lose money in any stock investment or other investments that you
make, and you are solely responsible for those decisions.

Mr. Halliburton, Tradition Investment Management LLC, and/or the authors on this site
may or may not have positions in the securities discussed in this educational report. The
information herein is shared as an educational endeavor. Mr. Halliburton, Tradition
Investment Management LLC, and/or the authors on this site may transact in the
security discussed at a later date prior to or without notification in this format. This is
not investment advice but only a discussion of select investments.

Building Benjamins is an investment website, blog, or newsletter, and the information
contained cannot be reproduced, copied, or redistributed without the prior written
authorization of Building Benjamins LLC. US copyright laws apply. We rely on
information from sources we believe to be reliable, including the companies themselves
but cannot guarantee the accuracy of the information that we provide. You rely on this
information at your own risk and are responsible for the verification of the data.

@ BUILDING  ciigsenjomins com

BEN]AMINS (850) 418-6182



	Investment Thesis
	Estimated Fair Value
	Market Size and Profile
	Services and Results
	Risk
	Peer Comparisons
	Disclaimer and Related Information

