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Inside The Market

fter Foday's mid-session at-
tempt to put a berter market
face on thiz troubled waorld of
ours, the week ahead might just
gee a little more stability = Bragil

permitting.
But don't bet the office coffee
money on . While opinions

reaching my ¢ars to dis-
ecunt a rail smash, this will al-
most certainly be annlh:r,!l_:nﬂ

year for those pharm
manufecturers that cater to in-
vestors with queasy stomachs.
Vha knerars when the pext lonch
will harve to be ridden out?
For my reference to “purveyors

of stomach, ulcer and related an-

ti-angst medications® 1 have to
thank Benjamin Horwood, the
Quebee money manager who
looks after the consistentiy suc-
cessful Value Contrarian Canadi-
an Fouity Fund.

This relatively small fund ($6.1-
million in assets) is by no means
for everybody. It was lsunched ss
a public fund in January, 1997, by
way of an ing memorandum,
and thus requires a minimum in-
vestment of $150,00:0.

Rust those who have stayed with 4

it have not done too badly, Its o~

tal return in 1997 was 38.3% (v8

the Toronto Stock Exchange 300

composite index's total return of
| 15%). As for last year's roller-
mm.unmeLﬂud?;:

#d to emerge with a
?ﬂm’:ﬂrﬁﬂ?ﬁhﬂumﬁ
equivalent for the TSE 300 of a
pegative 16%.
Taking into account its prior life
as a privata fund, Value Contrari-
an has achieved an annual rate of
return of 21.1% since 1950, with
no single vear of negative returm
(it just broke even in 1880).

Mr. Horwood attributes his per-
formance to theee factors: "eash,
cazh and more cash;” no more
than a small exposure to "trees,
rocks and gold;” and a i:l.pl:lf
preservation stratégy of
stock-market singles and dou-
bles, as distinct from heavy hit-
ting in pursuit of home runs.

His perception for this year is
that nothing has changed. The
trend toward & global long-term
diminflationary or deflationary en-
bonds still yield less than 6%.
Japan's Nikkei 225 index is still
arpund 14,000. Asian sconommies
remiin in depression, potentiakly
to be joined by Latin American
sconomies. Morth American stock
markets are still exu-
berant And tulip-bulb has
found a mew horme an the Intemet.
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| What really worries him is the
| narrowness of the North Ameri-
| can market sdvance. While just a
| few stocks are powering the ma-
[ jor market indexes, most stocks
[ are still well off 52-week highs.

It remincds him, as it does other
| sensoned hands, of the "nifty-fifty™
| big-name stocks that were touted
| &g the solution to all investment
woes in 1973, Come the oll shodks
of 1974 onward, and those high-
multiple fvourttes bit the dust, in
many cases taking until mid-1982
o st & worthwhile recovery,

Mr. Horwood argues there is
rogm for disappointment buailt
into the price of a great computer
company such as Dell Compaiter
Corp. (DELL/MNASDAG), selling &l a
“nosebleed” multiple of 75 times
expected 1999 earnings.

Ligpuidity and the hope of lower in-
terest rates, it has to be vulnera-
ble, he says.

Lok for more thrills, chills and
spills. High valuations or no, Mr.
Horwood finds pockets of oppor-
tunity. He gtill ikes banking and

= | imsurance and tonk an opening

position in Feirfax Financial

Holdings Lid. ¢/re/T3E) in the
fourth quarter of 1998. He also in-

creased his holding in Laurent-
ian Bank (LB/T3E), which he says
offers all the things that make a
boring bank beautiful (no foreign
exposure, minimal exposure to
volatile capital markets and plen-
ty of earnings predictability).

Correction: As Rogers Comumit-
niemtions Inc. president and CEC
Ted Rogers has pointed out, 1
erred in ooy Dec. 3 cohamn in sug-
ge=ting his company was a TSE 35
etock at the time the names of the
SEP/TEE 60 index participants
were announced. [t was last o TSE
a5 stock in February, 1994,

Rogers also took me to sk for
doubting that his company would
b soredy missed from the new in-
dex, noting its near 100% gain
from February, compared with
the TSE 35' loss of §%.

{On that score, 1 agree that mar-
ket faovour 1s useful, profitable and
can be n good investment pointer.
But, in oy o humble view, prof-
it pecord, level of debt and share-
holder voting rights should also be
taken into account. My Stock
terly profit o hh:hqm

entries in
seem to be for the better, and there
is interesting growth potential.

Pairick Bloomfield, a regular

Financtal Post eoniribulor,

IRmERE iR gtciErified and may
Aold isaees mentioned here. He

can i reached by e-mail at

phloomihome.com




