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Disclaimer 
Muddy Waters Capital LLC (“Muddy Waters”) is an investment adviser to one or more funds that are in the business of buying and 
selling securities and other financial instruments. Muddy Waters might currently have a short position in the securities of the subject 
companies covered herein (each, a “Subject Company”).  Muddy Waters will profit if the trading prices of Subject Company’s securities 
decline. Muddy Waters may change its views about or its investment positions in Subject Company at any time, for any reason or no 
reason. Muddy Waters may buy, sell, cover or otherwise change the form or substance of its Subject Company investment. Muddy 
Waters disclaims any obligation to notify the market of any such changes. The information and opinions expressed in this presentation 
(the “Presentation”) are based on publicly available information about Subject Company. Muddy Waters recognizes that there may be 
non-public information in the possession of Subject Company or others that could lead Subject Company or others to disagree with 
Muddy Waters's analyses, conclusions and opinions. This Presentation expresses our opinions, which we have based upon generally 
available information, field research, inferences and deductions through our due diligence and analytical process. To the best of our 
ability and belief, all information contained herein and in any oral communication is accurate and reliable, and has been obtained from 
public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or who 
may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. However, such information is presented “as is,” without 
warranty of any kind, whether express or implied. Muddy Waters makes no representation, express or implied, as to the accuracy, 
timeliness, or completeness of any such information or with regard to the results to be obtained from its use. Further, this Presentation 
contains a very large measure of analysis and opinion and includes forward-looking statements, estimates, projections and opinions 
prepared with respect to, among other things, Subject Company’s anticipated operating performance, access to capital markets, market 
conditions, cash flow, assets and liabilities. Such statements, estimates, projections and opinions may prove to be substantially 
inaccurate and are inherently subject to significant risks and uncertainties beyond Muddy Waters's control. All expressions of opinion are 
subject to change without notice, and Muddy Waters does not undertake to update or supplement any reports or any of the information, 
analysis and opinion contained in them. The Presentation is not investment advice or a recommendation or solicitation to buy or sell any 
securities. Except where otherwise indicated, the Presentation speaks as of the date hereof, and Muddy Waters undertakes no 
obligation to correct, update or revise the Presentation or to otherwise provide any additional materials. Muddy Waters also undertakes 
no commitment to take or refrain from taking any action with respect to Subject Company or any other company. As used herein, except 
to the extent the context otherwise requires, Muddy Waters includes its affiliates and its and their respective partners, directors, officers 
and employees.  
  
 



In the Beginning…There was the 
“Gentleman” Short Seller 



There Was Just One Problem 



A Legendary Investor on Short 
Selling… 



Sino-Forest Spent over $50 million 
to Try to Discredit our Research 

 
Included obtaining a purportedly exonerating 
report from a PRC law firm that was 
essentially a “complete fabrication” (per the 
bankruptcy trustee) 



But Al Gore Changed 
Everything! 



Orient Paper (ONP) - The Humble 
Origins of Muddy Waters 



ONP “Main Competitor” Nine 
Dragons 



PP&E Worth $54.4 million? 



PP&E Worth $54.4 million? 



Trash Heaps Worth $5 million? 



June 28, 2010 Report Distribution 
List 

•  ~50 investment professionals who had last 
heard from me 9-10 years earlier 

•  ~25 friends  



ONP June 28, 2010 - Present 



Five Years Later 

• ONP ~$1  
• MW has over 30,000 Twitter 

followers 
•  ~15,000 signups for our email list 



What I Look for in a Short 
•  Actual fraud or “moral fraud” (financial 

engineering) 
– Enron vs. Enron 

•  Backwards looking analysis 
•  Arguing about the future is often like arguing 

about the existence of God 
– Exceptions include massive TAM overstatement, 

misperception of what company actually is 
•  The bottom line is that I have to see 

something significant that the market doesn’t 



NOBL SP – Financial 
Engineering 



CO FP – Financial Engineering 

•  Extreme complexity making it hard even 
for ratings agency to calculate leverage 

•  Likely inflating core business EBITDA 
through related party transactions in way 
that significantly understates 
deterioration in core business 

•  Parasitic controlling shareholder 
structure 



PFPT – TAM & Misunderstood 
Nature 



High Degree of Focus on 
Management / Company Behavior 

•  Transcript Analysis 
– Read several quarters at a time to look for 

disappearing initiatives, changes in language. 
– Are questions ever evaded? Which ones? 
– Are the questioners the same, and if so, do they 

seem too close to management? 
•  Ask “Does management’s explanation of a 

given action provide the best fit?” 
•  Question opacity and evasion – accounting is 

never proprietary 



“I told Carlos Slim that he should clean both of his rear 
mirrors, because I would not warn him on which side I 

was going to overtake him.” 



BLNX: 12/31/13 – 9/3/14 



Executing Campaigns 

•  Full activist campaigns  
•  “Light touch” campaigns 
• Post-initiation information flows 



Typical Flow - NQ 



Light Touch Particularly Interesting 
in Credit 



In Conclusion 

•  The internet has made the playing field more 
level between short sellers and companies 
with venal managements 

•  Focusing on historical information and facts is 
easier than trying to guess the future 

•  Always learning about the communication 
side of the business 



Thank You! 


