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For the third consecutive year, members of Narwhal Capital Management’s Investment Committee attended the 
ICR Conference in Orlando, Florida, in early January. Hailed as “Wall Street’s Premier Growth Company Event,” 
the conference regularly features a robust collection of C-level management from publicly-traded companies as 
well as a slew of institutional investors (sell-side research analysts, investment bankers, private equity managers, 
etc.), and the event is invite-only. Since first attending in 2018, we have found the conference—which features 
presentations and break-out sessions with Q&A from CEOs and CFOs—to be something of a litmus test of 
economic optimism. By hearing straight from the mouths of dozens of horses (note: we didn’t hear from bulls or 
bears), we’re able to get a feel for the major trends (both headwinds and tailwinds) facing companies, widely-held 
concerns, and thematic sources enthusiasm.  
 
Broadly speaking, the tone at 2020’s conference was cautiously optimistic. Management teams seemed more 
tempered in their expectations for the new year, but there weren’t many smashing the “panic button.” Based on 
relatively-immediate history, there may be something to be said for the viability of that collective tone. In 2019, 
corporate leaders presenting at ICR were significantly more optimistic than the general public and the analyst 
community. Based on the performance of their individual companies, some were proved right, and some were 
certainly wrong. But the market as a whole rose to meet those bullish calls in 2019, as the S&P 500 rallied 
31.49% on a total return basis for the calendar year. 
 
 
The U.S. Consumer is Strong…And Nothing (Or Everything) Else Matters 
 
Unsurprisingly, much of the chatter at conference two years ago focused on President Trump’s new tax plan. If 
you recall, POTUS signed the Tax Cuts and Jobs Acts on December 22, 2017, and while the specifics of the plan 
were not departures from the rhetoric spewed and general expectations, management teams were having to adjust. 
At the time, it was rather shocking how seemingly under-prepared management teams were to discuss the impact 
of lower corporate tax rates. Ostensibly none of the companies had a “plan” for what they would do with tax-
related savings. Alas, they all found places to put the cash, but the topic of taxes was every bit as prevalent as the 
discussion of the underlying core businesses that year. 
 
Last year, themes of the conference were rather nuanced. A few companies were starting to talk about the 
challenges of a looming trade war. Others were focused on navigating increasingly technology-dependent business 
models. Some were talking about the challenges and opportunities of expansion. And arguably the largest topic of 
conversation (at least as measured by the number of sessions dedicated to the area) was cannabis. Given that, 
maybe it’s not surprising that 2019 saw public markets reach all-time highs (get it?). 
 
This year, the leading cause for optimism seemed relatively succinct: The American consumer is strong. We heard 
this repeatedly from the more bright-eyed management teams, starting with the very first company to present, 
Abercrombie & Fitch (ticker: ANF). All three of us sat in to hear from ANF, a company that is undergoing a 
prolonged re-build and was down 9.78% in 2019. CEO Fran Horowitz noted that U.S. consumers are “very 
strong,” but international buyers have lagged (though they may be catching up). This strength was demonstrated, 
per Horowitz and CFO Scott Lipesky, by record Black Friday Week sales. 
 



Ugly-but-comfortable (opinion) shoe-maker Crocs (ticker: CROX) reported sales growth by every attractive 
measure (digital sales up double digits, clogs up 21%, etc.), but was especially strengthened by strong U.S. sales, 
especially in higher-priced, premium partnership-based deals with country music “star” (and we use that term 
loosely, again…opinion) Luke Combs and weird-guy (fact) Post Malone. Americans, so it seems, are spending an 
unprecedented amount of money on very silly footwear, as evidenced by the firm’s record-level sales despite 
product-level price increases. 
 
Lands’ End’s (ticker: LE) management team (led by CEO Jerome Griffith and COO/CFO Jim Gooch) noted that 
the health of consumers is an 8 out of 10 and “that hasn’t changed in six months.” While Rocky Brands (ticker: 
RCKY) CFO Tom Robertson boasted about a revenue increase of 19.9% in its retail segment as its typically blue-
collar customer base continues to expand. Margins expanded along with that growth.  
 
Indeed, several companies seemed grateful for and willing to continue appreciating a powerful American 
consumer. To some, that was all that mattered. In fact, we heard more about the strength of shoppers (and eaters) 
from several of these consumer-driven companies than we heard about tariffs, impeachment, elections, and other 
major “headlines” combined. 
 
Admittedly, management teams would be remiss to not acknowledge the strength of a population that is 
experiencing meaningful wage growth at a time of record-employment levels. But we’re skeptical that this alone is 
enough to drive markets forward, especially when the very same strength can also be a weakness. 
 
 
The Downside of a Strong Consumer 
 
Consumer strength is a byproduct (but not necessarily a leading indicator) of economic stability and expansion. 
The economy is still, in fact, expanding. Ultimately, some elements of consumer strength are psychological and 
emotional—people don’t want to spend money on something if they don’t believe in its value-add or if they’re 
terrified that they may soon miss those dollars. But more so, consumer strength is often the result of a strong 
labor market. When people are highly employed and compensated, they tend to spend more.  
 
Right now, and for the past several years, the U.S. economy has shown meaningful wage growth while 
simultaneously maintaining historically low unemployment (currently hovering around 3.5%). Even the lower end 
of compensation scales has expanded. It is a popular political talking point to bemoan an out-of-date or 
insufficient minimum wage (which was federally set at $7.25 in 2009). Still, there’s little data to suggest that 
Americans aren’t making more money (and not just the top 1%) than in the past. According to Federal Reserve 
Economic Data (accessed on the date of publication), the most recent observed data indicates that just 2.1% of all 
employees over the age of 16 are paid at or below minimum wage. For context, that number was 6.0% as recently 
as 2010, north of 15% in the early 1980s and never this low. Further, after languishing for nearly a decade, real 
median usual weekly earnings have been expanding (per, again, Federal Reserve Economic Data) since mid-2014 
and are now at the highest level since the late 1970s. 
 
With employment rates high and wages growing, labor markets are tightening. That presents a challenge to 
retailers and dining establishments. Shake Shack (ticker: SHAK) CEO Randy Garutti noted that it’s “never been 
harder to attract good people.” The company is transitioning to a 4-day work week for management. For the 
second year in a row, Steve Hislop, the CEO of Chuy’s, emphasized employee retention as crucial to execution. 
His restaurants are doing little things—like adding phone charging stations in its kitchens—to try to keep people 
around. Carrols Restaurant Group (which owns and operates Burger Kings around the country) also placed 
emphasis on reducing turnover. 
 
Another restaurant group, Denny’s (ticker: DENN), noted that a renewed emphasis is being placed on training in 
hopes to drive satisfaction and, ultimately, retention. Cracker Barrel (ticker: CBRL) CEO Sandra Cochran expects 
wage inflation of 4% across the country’s nation-wide chain of stores. What’s more, Darden Restaurants (ticker: 
DRI), the operator of such chains as Olive Garden, LongHorn Steakhouse and Capital Grille, sees the challenge 



as a severe threat. President and CEO Eugene Lee identified “people” as the most significant challenge the 
company is facing. That’s certainly saying something for a company that underperformed the S&P 500 by more 
than 19% in 2019.  
 
 
Trading Places 
 
Consumer-focused companies are continuing to navigate the transition from brick & mortar to online sales. 
Abercrombie & Fitch’s CEO (Fran Morowitz) surmised this move rather cleanly while addressing the company’s 
closing of some larger flagship locations. “Our new flagship location is the phone.” Embracing this trend seems to 
be working, at least to an extent, for ANF as online sales have now surpassed $1 billion annually. 
 
For some, the challenge at hand is a bit more nuanced, but that may also offer upside. Denny’s is looking to sell 
off its lower quality real estate in hopes of improving average location performance and bolster its total real estate 
portfolio. Meanwhile, Darden has no interest in such a strategy. Lee pointed out that the company received no 
meaningful economic benefit from selling off properties and leasing them back. Such a plan was tried previously, 
and the end result was less cash realized from sales and an increase in leverage.  
 
Build-a-Bear Workshop (ticker: BBW) CEO Sharon Price John seemed resilient in the face of the challenge 
presented by declining mall traffic. “We are in the business of operating profitable stores, not in the business of 
managing real estate.” CFO Vojin Todorovic said the company is negotiating leases down on a store-by-store basis 
and noted that Build-a-Bear has a position of power with landlords as their shops offer experiences that bring 
people into malls, which is certainly rare in this age. 
 
Not everyone is reducing physical presence. Luckin Coffee (ticker: LK) is going a different direction altogether. 
The China-based coffee chain is hoping to leverage its small geographic footprint to open nearly 500 additional 
locations in 2020, primarily within offices and densely populated buildings. Meanwhile, the not-yet-publicly-
traded Domino’s China showed an aggressive plan to grow from 270 locations to over 1,000. Lands’ End is 
opening new locations—they’ve increased from 11 stores to 25 and plan to open an additional 15 in the near 
future. The catalog and online-heavy retailer views these locations as service stations, where you can touch, feel, 
and see products before you buy.  
 
Other companies seem to think, at least for now, they have it figured out. Crocs boasted double-digit e-commerce 
growth and remains relatively unconcerned with physical store challenges. Further, several restaurant groups 
seemed significantly more comfortable with their “Off-Premise Sales” process thanks to more clarity on back-end 
technology and an increase in exclusive third-party delivery contracts (be it with GrubHub, Uber Eats, etc.). A year 
ago, operators were unsettled by having to manage multiple such relationships. Consolidation seems to be 
occurring now, and as an added benefit, many are receiving additional marketing spend directly from their 
delivery partners. 
 
 
What…or Who…or How Are We Marketing? 
 
In contrast to recent years, we observed a number of companies going through a period of introspection as it 
relates to marketing. Some had good ideas and some…well…just had ideas. 
 
Build-a-Bear, in particular, was a bit of a mixed bag. On one hand (or paw as it may be for these teddy bears), the 
management team seemed a decade behind in announcing that they are dipping their toe into the water by 
exploring “non-traditional” media as a means to attract customers. Yes, this digital push was new to them in 2019. 
On the other hand, the company unveiled a new “Baby Yoda” from the brand-new Star 
Wars Mandalorian franchise. The announcement went somewhat viral with everyone from Business Insider to 
Barstool Sports picking up the news and running with it. 
 



Ruth’s Hospitality Group (ticker: RUTH) CEO Cheryl Henry was borderline defiant when insisting, “We are on 
it” as it relates to digital campaigns.  
 
For those lagging in digital prowess, the untapped potential is a two-sided coin. On one side, it’s nice that the 
businesses still have a big, potentially-powerful growth lever left to pull this late in a decade-long period of 
economic expansion. On the other side, it doesn’t necessarily breed confidence when a management team is just 
now starting to work on digital marketing. It’s 2020! 
 
Chuy’s is revamping their limited time offers and rolling back the clock by re-emphasizing billboard campaigns. 
They’re seeing meaningful success (as measured by foot traffic) from both of those campaigns and said a new 
digital partnership in 2019 showed promising early returns.  
 
Several companies, including Abercrombie & Fitch, Lands’ End, and Darden, are getting very specific in their 
tailoring of targeted advertisements. ANF noted that personalized e-mails with curated product suggestions will be 
rolling out more fully in 2020. Lands’ End CEO noted that some items would be promoted at differing price 
points for different audiences, and he bluntly defended such a move saying, in essence, that all their products are 
good deals. 
 
Other companies had clearly spent time nailing down their core audience and building a strategy to drive targeted 
growth. The aptly named Container Store (ticker: TCS) defined their target market as more female, highly 
educated, higher income. Social ambassador programs are being used to attract affluent millennial investors, 
according to CEO Melissa Reiff. 
 
 
What Are We Doing Here? 
 
An emphasis on “experiences” at both retailers and restaurants was brought up a lot at this year’s conference. 
None of our analysts love this focus. For some companies, we believe relative success has truly come on the backs 
of a strong consumer (see our earlier points). Still, this victory seems to be falsely attributed to 
“unique” experiences. For other companies, the emphasis on experience seems to be a desperate ploy to stay 
relevant. We won’t leave you hanging without a few examples of both extremes.  
 
Shake Shack, a glorified fast-casual burger joint, has experienced significant growth. Most of that growth, from our 
perspective, has been driven by new store openings. At the time of the company’s IPO five years ago, Shake Shack 
was operating 70 locations. It is now operating 200 restaurants; 49 of these opened in 2019. As such, we’re not 
necessarily blown away by the company’s 34% increase in revenue year-over-year. Further, management seems 
relatively unconcerned with disappointing Same Store Sales (the company revised expectations from 2.0% growth 
to 1.5% for the full year during its last quarterly earnings release) but very, very proud of the “experience” it offers. 
Every Shake Shack location is uniquely designed to fit its immediate area. A seemingly absurd amount of effort 
and money is put into this design process in order to curate an “experience” at a restaurant that is selling $5 
hamburgers. In fairness, the burgers are good. But they’re not good because of the architecture or interior design. 
 
Meanwhile, Abercrombie & Fitch (and its wholly-owned Hollister Brand) bragged about financial improvements 
from newly-renovated locations. This was hailed as an improved “experience,” but the common theme among 
these alterations is a reduction in square footage. This isn’t about the look and feel of shopping; it’s about paying 
less rent and still selling as much clothing in declining locations. 
 
No company was a better example of the ridiculous emphasis on “experience” than Punch Bowl Social. Punch 
Bowl Social is not a publicly-traded company, but it was presented at the conference, and it recently took a sizable 
(up to $140 million) investment from Cracker Barrel. PBS CEO and Founder Robert Thompson defined the 
architecture and design of his restaurants (which like Shake Shack vary location-by-location) as, and I quote, “mid-
century modern, Victorian and industrial.” If you have any idea what that means, please let us know. What we 
don’t think it means, given the painstakingly nuanced and detail level of design as some locations (the Arlington, 



Va. Location pays thematic homage to elephants that escaped from a zoo in Luna Park…you can’t make this stuff 
up), is more sustainable earnings expansion. From the outside looking in, this seems like Gatsby-level opulent 
spending for the sake of spending. Punch Bowl has a nice concept (food, beverage, and gaming geared toward 
millennials and Gen Z) with an over-reliance on the ornate. For what it’s worth, Thompson also shared a vision 
for Punch Bowl Hotels but, even in doing so, seemed to have doubts in his own attempt at visionary disruption. 
 
We tend to like restaurants that are restaurants. We like sellers that sell. Experience matters, but we think an 
emphasis on interpersonal interaction at such locations may add more value than glitz and glam. Another 
privately-owned company, EVEREVE, seemed to capture the importance of customer “experience” in a more 
tangible and meaningful way. Co-founder and Co-CEO Megan Tamte (who founded the company with her 
husband, Mike), described their emphasis on well-trained, knowledgeable, compassionate employees whose only 
job is to make female shoppers find clothing that breeds confidence and security. Interestingly enough, 
EVEREVE has grown revenues by 30+% annually since its founding in 2004; the company has $25 million in 
cash on hand and no debt. Over the lifetime of operations, the two co-founders have taken just $2 million worth 
of investment, and they’ve generated over $750 million in revenue (including $150 million over the last twelve 
months). That’s an experiential shopping model that adds value. 
 
 
High (and Low) Times at ICR 
 
Last year at ICR, cannabis was all the rage. Analysts were eager to learn about a relatively new and (in some states) 
legal business and ready to make money off ideas from a handful of publicly-traded companies. Not many people 
did. For context: the Horizons Marijuana Life Sciences ETF (used by some investors for broad exposure to the 
cannabis market) fell 33.84% in 2019 (and this came after a decline of 19.72% in 2018).  
 
Kevin Murphy (or Murph Dog as we call him due to his general persona), CEO of Acreage Holdings (ticker: 
ACRGF) likened 2019 to the grandest stock market crash of our lifetime. He insisted, “2019 was the 2008 for 
cannabis stock.” He remains steadfastly optimistic about the company, but his rationale for such optimism has 
taken an interesting twist over the past few years. In 2018, we heard Murph Dog selling the opportunity of weed 
stocks (his in particular) because the medical impact of cannabis was viewed as so profoundly beneficial that it had 
to get more state-level approval. At this year’s conference, he indicated that mass-adoption on a recreational level 
was going to be the turning point for the industry. Is this a medical play or a recreational play? 
 
While Murph Dog (reminder: we call him that; no one else does) was confident in the mass-adoption of 
legalization at the state level, others like Cronos Group (ticker: CRON) CEO Michael Gorenstein were more 
measured and less inclined to make predictions. Gorenstein, who for our money seemed to be (for the second 
year in a row) the smartest guy in the room on cannabis talk, noted that easy access to capital markets (read: lots 
of people who wanted to make money on weed stocks), led to an over-supply in cannabis relative to distribution 
channels that are still slow and challenged by intricate legalities. As he put it, everyone is trying to get through the 
door at the same time, but the size of the door hasn’t changed. As such, his company is not looking to be a 
cultivator or a retailer. Cronos wants to be an innovator and a distributor.  
 
 
Odds & Ends 
 

• Millennials and Generation Z remain frequent talking points, but they’re certainly not the cue to “freak 
out” the way they were two years ago. As it turns out, young people are young people, but they’re not a 
different species. 

• Amazon’s presence was also less daunting than in years’ past. The internal survey we used focused on 11 
different topics, one of which was “Other Retailers Mentioned.” Based on our pre-conference planning, 
this was where we were going to plug in lots of commentary on Amazon. We didn’t get much. Several 
companies (like Lands’ End) are partnering with Amazon, while others are trying hard to differentiate 
themselves.  



• Olo, an online food ordering platform used by tons of restaurants, remains one of the more interesting 
privately held companies. Founded by Noah Glass (Twitter co-founder), Olo is used (seemingly) by every 
restaurant group that presented. An Olo IPO seems all but inevitable though none was mentioned. 

• The Trade War was not mentioned as much as expected, and one of our favorite quotes regarding China 
came from Aileen Wang, CEO of Domino’s China. When speaking of the opportunity, she laughed, 
“China is China, right? We are the largest untapped market globally for Domino’s.” Lost in all the trade 
talk and tariffs is just how big of a player China still is…at least for the companies brave enough to go 
there. 

• We wonder if sports betting could be the next cannabis in terms of trendy, newly-legal investible 
businesses. States are continuing to roll back restrictions on sportsbooks, and a number of companies are 
poised to take market share. The major difference between sportsbook stocks and weed stocks: 
Sportsbooks have a proven track record of profitability. The house always wins. 

• Thematically, Special Purpose Acquisition Companies (SPACs) got a bit of shine at the conference. 
SPACs raise cash to then acquire an existing company. This becomes a bit of a backdoor to the IPO 
process. Owners of privately held companies can cash out without surrendering control of the enterprise. 
Ultimately, the success of these efforts becomes very dependent on SPAC management and company 
management getting along because these two groups are not one. We intend to spend more time looking 
at specific opportunities in this space. 

 
 
Closing Thoughts 
 
If there was an economic takeaway from this year’s ICR, it’s that management teams are cautiously optimistic. In 
terms of application, we remain wary of management teams who are content to ride the wave of a strong 
consumer without any form of innovation, and we think a great deal of rigor is merited when evaluating what 
specific innovations are taking place and how viable they may be in terms of returning capital to shareholders. 
One analyst who rudely interrupted us while we were drinking beer and watching football on Sunday night before 
the conference said that he expects volatility in 2020 and that this year will be a “stock picker’s market.” As a firm 
that relies heavily on individual equity selection, we hope he’s right, and much of what we heard from 
management teams (varied approaches to equally varied challenges) supports that prognostication. When we look 
at the mosaic of a company, we focus on its management, its moat, and its macro environment. The emphasis on 
understanding management is never more important than when the “easy” money is off the table. Broadly 
speaking, we think that’s the case now. 
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