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Dear Partners, 

 
 
 

“In terms of cryptocurrencies, generally, I can say with 
almost certainty that they will come to a bad ending.” 

Warren Buffet 
January 2018 

 
 
 

“We turn cautious too early. We see these excesses 
building in the market and we blow the whistle, like 
now, and the market continues to go up.” 

 
“The first great adage I learned in investing was that 
being too far ahead of your time is indistinguishable 
from being wrong.” 

 
Howard Marks 

Oaktree Capital 
February 2018 
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First Quarter Performance 

Your Fund ended the first quarter with a net asset value of $3,451.59 per unit, a decrease 
of $19.89 from the December 31, 2017 net asset value of $3,471.48 (after distributions). 
Your Fund was essentially flat for the quarter. The TSX Index for the same period was 
negative -4.5%.  
 
As of early May, the TSX Index has been in negative territory for the year. Late in the 
cycle, your portfolio manager must avoid falling victim to the numerous “value traps”. 
A “value trap” is a stock that represents a good value today, however, which eventually 
becomes an even bigger value down the road.  
 
The VC Fund’s large cash position has cushioned us from the recent February 10% 
market correction. Caution and much patience are required at this stage of the stock 
market cycle. Being a global laggered in 2017, the commodity-driven Canadian market 
is in a good position to outperform in 2018. Looks like the recently outperforming 
energy sector could be the one to drag the TSX Index back into positive territory in 2018. 
 
 

Why Bitcoin is just a “Greater Fool Investment” 
 

The “Greater Fool” theory of investing is very simple. “Greater Fool” investments only 
go up in value if you find “a greater fool” to buy it at a higher price than you paid… 
and the next guy will only buy if he thinks he can sell it to someone who will pay even 
more… and so on. In this scenario one is not investing, but rather speculating. 
 
The key knock against bitcoin being an investment?  
 
Investments have intrinsic value… Bitcoin does not any have intrinsic value.  
 
An investment has to be worth something on its own. For example, recently I 
purchased another apartment in our condo building. The condo produces monthly 
rental income of over $1,700. Value Contrarian Asset Management is also an 
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investment… so is Bell Canada. They both produce income/dividends for their owners. 
And if the earnings of these two businesses go up over time… so will the market value 
of these businesses.  
 
Bitcoin only increases in value by being bought and sold. Its value derives not because 
it produces something... but only from what the next guy or gal is willing to pay for 
it. 
 
As Warren Buffett illustrates… if there was a five-year ban on the buying or selling of 
a productive farm, the farm owner could still sell his crops and have a decent 
investment. Likewise, the condo owner would still receive their rental income. 
 
Bitcoin, however, only increases in value by being bought and sold. Its value is 
derived from what fickle speculators are willing to pay for it.  
IF YOU BAN TRADING IN BITCOIN... WHY WOULD ANYONE BUY IT? 
 
Of course, some people like to invest (gamble) on the possibility that someone else, 
tomorrow morning, will come along and pay more money for that shiny “virtual” 
object they just bought today. That’s speculating… not investing.  
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OUTLOOK  

“… The Canadian market is a much more effective 
hedge against inflationary pressures, which is why 
Canada always outperforms the U.S. market late in 
the investment cycle… The best place to hide 
traditionally is the Canadian energy sector.” 
 

David Rosenberg 
Chief Economist Gluskin + Associates 

 

Late in the cycle, history favours the Canadian stock market, and in particular the 
Canadian energy sector. The energy sector, after lagging in 2017, will likely play a key 
role in Toronto’s performance during 2018. However, unlike at the start of the business 
cycle, when all sectors were powering the stock index’s ahead, today there are many 
sectors/stocks lagging behind (aka: poor market breadth).  

If the stock index’s reach new highs in 2018, it will be a case of the few superstar 
companies/sectors pulling up the majority laggards. And despite the volatility, we 
would not be surprised to see the markets make new highs by summer. 

It’s still a market of “caveat emptor” (buyer beware). 

 

Respectfully yours, **   
 

Benjamin D. Horwood 
Portfolio Manager 

May 7, 2018 

 
Value Contrarian Equity Fund: March 31/2018 – YTD Returns: - 0.57% 
Next Fund purchase date: May 25, 2018 
Call today: 514 – 398-0808  
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P.S. Do visit us at our web site: www.valuecontrarian.com 

∗∗We’re often asked: “When is the best time to invest in the Value Contrarian Fund?” Although there is no best time, since it 
is impossible to time the market, a preferable entry point is when the Fund has produced a month of negative returns or a year 
of underperformance. Unfortunately, human nature prefers the exact opposite. 
 
Overall, long-term shareholders in the V/C Fund benefit from a sinking stock market, the same as a regular grocery shopper 
benefits from declining food prices. So when stock markets plummet – as they will from time to time – “neither panic nor 
mourn”. It’s good news for your Fund. 
 
 
This letter is not to be construed as an offer, solicitation or recommendation to buy or sell any of the securities herein named. At 
the time of reading the investments mentioned may no longer be held by the V/C Fund. This information is intended only for 
existing investors in the Fund, as of the date indicated, is not complete and is subject to change. Performance information is net 
of applicable fees unless otherwise specifically noted. Past performance is no guarantee of future results. The information 
contained herein is unaudited. It has been supplied by Value Contrarian Asset Management (VCAM), the Fund's Investment 
Manager and not the Fund's Administrator who is responsible for the final calculation for the actual performance and final 
month-end Net Asset Values. Every effort has been made to ensure that the material contained herein is accurate as of 
publication. VCAM makes no representations or warranties as to the accuracy or completeness of such information and accepts 
no responsibility for any loss arising from any use of or reliance on the information contained herein. VCAM has no obligation 
to update the information at any point in the future. 

 

http://www.valuecontrarian.com/



