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BIO: 

I. Joseph Massoud has served as a direc-

tor of the Company since December 

2005, as well its chief executive officer 

since its inception on November 18, 

2005. Mr. Massoud has also been the 

president of the Company's manager and 

its predecessor since 1998. Previously, 

Mr. Massoud was with Petroleum Heat 

and Power, Inc., Colony Capital, Inc. and 

McKinsey & Co. Mr. Massoud currently 

serves as a director for all of the Com-

pany's subsidiary companies, as well as 

for Teekay GP LLC, the general partner 

of Teekay LNG Partners LP, a NYSE 

company. Mr. Massoud is a graduate of 

Claremont McKenna College and the 

Harvard Business School. 

 

Company Profile: 

CODI was formed to acquire and manage 

a group of middle market businesses that 

are headquartered in North America. 

CODI provides public investors with an 

opportunity to participate in the owner-

ship and growth of companies which 

have historically been owned by private 

equity firms, wealthy individuals or fami-

lies. CODI's disciplined approach to its 

target market provides opportunities to 

methodically purchase attractive busi-

nesses at values that are accretive to its 

shareholders. For sellers of businesses, 

CODI's unique structure allows CODI to 

acquire businesses efficiently with no 

financing contingencies and, following 

acquisition, to provide its companies with 

substantial access to growth capital. 

 

Interview conducted by: 

Lynn Fosse, Senior Editor 

CEOCFOinterviews.com 

 

CEOCFO: Mr. Massoud, what was your 

vision when you started as CEO and 

where are you today? 

Mr. Massoud: “When we formed Com-

pass Diversified Holdings in 2006 at the 

time of our public offering, we acquired 

four businesses at the time that we had 

managed as part of a portfolio for a chari-

table foundation. Our vision was that 

public investors, both institutional and 

retail, should have the opportunity to in-

vest in growing middle market companies 

with the transparency and liquidity and 

governance provided by the public mar-

kets. Heretofore, the only way to really 

access this asset class has been as an in-

vestor in a private partnership, lacking 

liquidity, transparency and governance. 

Where we are today is we now have eight 

companies and in total they have about 

120 million dollars of cash flow. We pay 

a distribution to our shareholders, which 

we have grown by over 24% since our 

IPO less than two years ago and the cur-

rent annual distribution to our sharehold-

ers is $1.30 per share. Last year we 

earned over $1.60 per share, so there is 

substantial coverage of that distribution 

and we believe we have created a very 

interesting vehicle for public investors to 

access a dynamic asset class that typically 

has not been available.” 

 

CEOCFO: What is the common thread 

in the companies that you have under 

your belt? 

Mr. Massoud: “There are some broad 

common threads; the first is that our 

companies need to be in industries that 

we understand. They need to be in indus-

tries that aren’t subject to obsolescence or 

technological change, these tend to be 

basic manufacturing, service or distribu-

tion industries. In each of these busi-

nesses, we back current management to 

acquire them from a former owner, either 

a historic family founder or a large corpo-

ration, so they are not hostile acquisi-

tions, we always back management. The 

third thing is they tend to base our acqui-

sitions on valuations that are not depend-

ent on best-case performance, but that are 

very good valuations for shareholders. 



We are very methodical and patient, we 

have acquired on average two companies 

a year in the ten years that we have been 

doing this. We need to have identified, 

upfront with management, specific opera-

tional and marketing levers that we think 

we can work on with them to grow the 

business going forward.” 

 

CEOCFO: What is your relationship 

with the companies you acquire? 

Mr. Massoud: “From a governance point 

of view, we tend to own 60 to 90% of 

these companies. We only make acquisi-

tions when we are the control share-

holder. In terms of communication with 

the companies, it varies--at least weekly, 

but very frequently, if we are working on 

a specific operational initiative or an add-

on acquisition for a subsidiary, it could be 

daily or even multiple times per day. We 

assemble outside boards for each of our 

subsidiary companies and those boards 

include members from the 

Compass team, members from 

management, as well as indus-

try third-party board members 

who we think can have a lot of 

value to specific subsidiaries 

niches.” 

 

CEOCFO: Have you ever ex-

ited a company and what is 

your criteria? 

Mr. Massoud: “We have ex-

ited one business since forming the public 

company, which is a business called 

Crosman, which is the leading air gun 

manufacturer in the world, which is what 

most people think of as a BB gun. We 

have certainly exited a great number of 

companies in the ten years that we have 

done this in our predecessor entity, man-

aging money on behalf of the Kattegat 

Trust. The criteria varies, it is case-by-

case, but it tends to be that we believe 

that we are in a certain point in the his-

tory of the company where we can receive 

enough in proceeds for the sale of our 

interest that we can reinvest to create 

more cash flow for our shareholders. It is 

a matter of whether we think we have 

achieved the growth that we believe is 

most readily achievable – have we 

squeezed most of that orange? You never 

want to squeeze all of the orange, but 

have we squeezed much of the orange, 

does  the market gives us a multiple that 

gives us credit for the growth, and very 

importantly, can we redeploy that capital 

in the current environment and create 

more opportunities for our shareholders?” 

 

CEOCFO: Your acquisitions tend to be 

niche businesses; will you give us a few 

examples? 

Mr. Massoud: “I will give you the first 

one which seems a little counter intuitive 

to some people, but we own a circuit 

board manufacturer and the first com-

ment that we frequently get is circuit 

board manufacturing is that it is a tough 

business, it has moved to Asia, and 

broadly defined, that is true. Our business 

is the number-one player in North Amer-

ica by a factor of more than two times in 

the prototype and quick-turn manufacture 

of circuit boards. We have 8,000 custom-

ers primarily in the R&D industries, no 

one represents more than 1%, and when 

they need five or eight circuit boards in 

48 hours and they need them to be 100% 

accurate and delivered on-time, they 

come to us, they don’t look to order the 

circuit boards from Taiwan. If they need 

10,000 in a month and they want to pay 

$10.00 a board that is a very different 

story. There is an example of a niche in-

dustry that has been growing. When we 

acquired the business in 2004, they had 

about $14 million in cash flow, and today 

have over $22 million in cash flow. It is a 

very solid business that is dominant in its 

space, which is the quick-turn manufac-

turer of R&D in prototypes circuit board. 

Another example would be a company 

like Sylvue, which we bought from Dow 

and Pilkington. Sylvue is the number-one 

manufacturer of hard coatings for poly-

carbonates, used primarily used in optical 

applications. For example, if you are 

wearing a pair of glasses today and you 

bought anti-glare or anti-abrasion coat-

ings because you didn’t want your lens to 

scratch easily, you didn’t want to have 

glare, it is very highly likely that you are 

wearing our coatings, 

 

Another example would be if you are 

wearing sun glasses made by Oakley or 

Nike or Maui Jim, there is a high likeli-

hood that the manufacturer of those 

lenses used our coatings not only for anti-

abrasion and anti-glare, but also in UV 

coatings. There is a tight little niche 

where we are the number-one player and 

it is a patented product and it is a grow-

ing business. There are a lot of future 

applications in coating, such as for elec-

tronics, if you think about your PDAs, 

carrying your cell phones that are de-

signed to play more video, you need bet-

ter polycarbonate coatings that ensure 

screen quality. 

 

A third example, is a business we own 

called Aeroglide, which is the number-

one manufacturer in the world of indus-

trial driers, so if you think of 

the machine that you put an 

English muffin in to toast it, 

that is a very simple drying 

and toasting application. If you 

now think of a cereal manufac-

turer that needs to create mil-

lions of flakes that are origi-

nally wet, that need to be dried 

and toasted, where the stock in 

trade is that any time you open 

that cereal box since you were 

a child, the corn flakes crunched exactly 

the same as they did the day before and 

the same as they will tomorrow, you real-

ize what a complex application it is to 

produce, as energy efficiently as possible, 

a machine that dries and toasts uniformly 

time after time in a series of geographic 

regions and meeting a series of specifica-

tions. So Aeroglide is the number-one 

player in this industry. Those are some 

examples of small niches that you and I 

might not think of everyday that are im-

portant industries in reasonably small 

industries in the scope of the world, 

where we own companies that are domi-

nant players.” 

 

CEOCFO: It sounds as if the current 

economic climate doesn’t have much 

effect on the companies you own! 

Mr. Massoud: “It varies--we have a 

company in the staffing industry, which 

is economically cyclical. We have one of 

“We have eight businesses that are market lead-

ers that are each performing well, and together 

are worth something like $17.00 to $22.00 per 

share, which is much higher than the current 

valuation. It is a great opportunity, because we 

have been grouped with the financial sector, to 

buy a set of strong growing businesses at a deep 

discount than what they are worth.” 

                                     - I. Joseph J. M. Massoud 



the very few highly profitable furniture 

manufacturing companies in the US. It is 

focused on the low end of the market, and 

is seeing an impact, not as much as the 

remainder of furniture industry. I would 

say that one thing we hope to see in 2008 

is that our business as a whole will grow 

in the mid single digits, as certain of our 

companies will have a lot of strength and 

will grow, while others won’t grow or 

maybe even will decline with the econ-

omy, but on the whole, the diversified 

portfolio will show growth.” 

 

CEOCFO: What do you and Compass 

know, that allows you to bring value to 

the companies that you look at or own, 

that perhaps others don’t see? 

Mr. Massoud: “There are not a lot of 

people focusing on this niche. Even in the 

private equity world, people tend to want 

to grow larger and larger and move be-

yond this space. This is reasonably fertile 

ground to acquire businesses because 

there is not a whole lot of competition. In 

fact, investors tend to either like very 

small pre-cash flow venture type compa-

nies because they think there are oppor-

tunities for 100x type returns, or they like 

much bigger companies. We think where 

we operate, working with companies that 

have cash flow between $10 million and 

$40 million, I don’t want to say it is not 

competitive, but it is less competitive. We 

are just very patient, and because of our 

structure, we don’t have a fund where we 

committed to limited partners that we 

would invest a billion dollars in three or 

four years, so every marginal transaction 

is one where we say we need to deploy 

the capital. Our patience allows us to pick 

our spots. We end up investing with 

companies that have a real reason to ex-

ist, not dependent on one core manager, 

but that have deep and strong manage-

ment teams. We bring some basic skills; I 

am a former McKinsey person, we have 

ex Bain people, we have some former 

operators. We bring basic consulting tal-

ents and skills to work with the manage-

ment teams of our companies to apply 

some fundamental quantitative analysis to 

questions on marketing or operations. 

Larger companies either do the same 

analyses themselves, because they have 

strategic development departments or 

they go out and hire Bain or McKinsey. 

At this size company, you rarely see these 

companies reaching out to access those 

kinds of resources. We are trying to bring 

certain quantitative analyses and tech-

niques to companies that are very well 

managed, but maybe haven’t quite 

thought through the issues the same 

way.” 

 

CEOCFO: What is the financial picture 

of the company? 

Mr. Massoud: “We have about $120 

million in cash flow. We only have $200 

million in debt so we have less than two 

times debt to EBITDA. We have a debt 

facility, including an acquisition revolver, 

giving us access to about five hundred 

million dollars, so we have a lot of liquid-

ity right now. We just refinanced in No-

vember of 2007, and we don’t have any 

significant maturities until November 

2012. In a lot of ways, we are in a very 

good position right now because we don’t 

have any liquidity concerns. 2008 has 

been busy for us already, we have made a 

couple acquisitions and we expect over 

the next year and a half, as you read more 

about the credit crisis, it will be a good 

thing for us because we are positioned 

with a fair amount of liquidity now, but it 

doesn’t mean that you can go and buy the 

first company that you see. There is a 

dynamic for a lot of people who own 

businesses who have been thinking about 

selling and have pulled them off the mar-

ket and are just waiting for a better envi-

ronment; in our world, you can’t force 

acquisitions. To the extent that there are 

sellers interested in selling, we are one of 

the few options that are out there where 

someone has guaranteed liquidity and not 

the financing contingency that can create 

a lot of risk.” 

 

CEOCFO: Is Wall Street paying atten-

tion? 

Mr. Massoud: “Wall Street was paying 

attention, we came out at $15.00, and in 

May 2006 the stock went up over $18.00. 

We did a follow on offering which 

dragged the stock price down a little bit 

to sixteen, it rebounded in the eighteen 

range and then when the “financial cri-

sis” occurred, our stock came down.  We 

haven’t suffered as much as most of the 

financials or as much as someone like a 

Blackstone which is an asset manager or 

as much as the banks.  We have held in 

there very well compared to the finan-

cials, but the general financial sector 

malaise certainly had an impact on our 

stock prices, so we find ourselves now at 

$12.50 or what ever it was this morning, 

paying almost an 11% yield with substan-

tial coverage of that cash flow. We don’t 

pay out 90 or a 100% of our cash flow, 

we pay out only 60 or 70%. There is 

really not a lot of risk to that yield. I 

would say that our investors understand 

the story and like the story, but I think we 

were impacted by the general finance 

cycle. My hope is that in 2008 we will 

perform as I expect; we will continue to 

tell the world we are performing well. I 

think people will be pleasantly surprised. 

I do not think there is much of a chance 

at all that we will reduce our distribution, 

I think there is a real chance we will in-

crease it, and if we do that, I think people 

will once again realize what it is they 

liked about the story originally. I think 

people like the story, but there is a gen-

eral toughness in the financial space right 

now. Even though we don’t look at all 

like Citibank or other financials, there is 

a general negativity right now around the 

whole financial space.” 

 

CEOCFO: Final thoughts; what should 

people reading this interview remember 

most? 

Mr. Massoud: “We have eight busi-

nesses that are market leaders that are 

each performing well, and together are 

worth something like $17.00 to $22.00 

per share, which is much higher than the 

current valuation. It is a great opportu-

nity, because we have been grouped with 

the financial sector, to buy a set of strong 

growing businesses at a deep discount 

than what they are worth.” 
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