
 

 
 
 
 

 
Full Disclosure 

 
Over the coming years we want to advise investors that the Value Contrarian Fund may be 
more volatile than has been the case in the past. Here is our reasoning: 

 
1) When your Fund is fully invested, we are subject to the full volatility of the financial 
markets. As we don’t short stocks, cash is often the simplest, risk-free instrument to 
blunt  stock market volatility. 

 
2) Berkshire Hathaway, Warren Buffett’s investment vehicle, represents approximately 
30% of your fund’s assets. We view this as a strong investment in all market conditions. 
Nonetheless, there will be years (like 2020 & 2023) where Berkshire underperforms the 
market and may impede your Fund’s returns.  
 
3) In general, a rising Canadian dollar and a weakening US dollar will also affect your 
Funds results, due to our significant U.S. holdings. Presently, the Canadian dollar is 
approximately 73¢. However, if over the coming years it rose to 80¢ or 85¢, this would 
add a stiff headwind to your fund’s net results.  
 
Predicting currency moves is about as easy as predicting the weather this time next year. 
Good Luck!  

 
Benjamin Horwood
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2024 Second Quarter  
Value Contrarian Equity Fund 

Dear Partners, 
 
 

The AI fervor powering the stock market shows no 
signs of cooling down… Nvidia’s ascent is a big 
reason the S&P 500 has climbed 14% this year… So 
far Nvidia has contributed 30% of the S&P 500’s 
total return this year. 

Karen Langley 
Wall Street Journal 

June 29-30, 2024 

 

To say we are going to make Hamas disappear – 
it’s simply throwing sand in the eyes of the public 
… Hamas is an idea, Hamas is a party. It’s rooted 
in the hearts of the people. Whoever thinks we can 
eliminate Hamas is wrong. 
 

Israeli Rear Admiral Daniel Hagari 
Financial Times London 

June 21, 2024 
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Here is Israel’s “day after” Gaza Conundrum: 
“You break it – you now own it”.  

Israel’s reluctance, inability, or refusal to “hold” 
territory initially captured, while failing to 
provide a governing power alternative to Hamas, 
merely creates a vacuum, which a Hamas led 
insurgency will gladly fill. Bottom line, there is no 
such thing as a quick victory in Gaza. It’s like 
diving into a pool of quicksand – easy to dive into, 
but very hard to get out!  

Ben Horwood 
Value Contrarian Asset Management 

July 1, 2024 
 

 

To eliminate (de-fang) Hamas, you need to create 
an alternative as a governing body in Gaza. 
There’s a general understanding across Israel’s 
military and security services that this is not a 
problem that can be solved militarily.  

Ofer Fridman – Israeli Officer 
Wall Street Journal 

April 12, 2024 
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As the U.S. deficit has risen, the U.S. Treasury has 
found it hard to finance via long-term debt 
without causing a rise in borrowing costs. It has 
boosted the share of short-term debt issues.  

Kate Duguid 
Financial Times London 

June 22/23, 2024 

 

 
The U.S. Federal Reserve and Jerome Powell have their “inflation fighting” reputations to 
preserve. Just as the Fed waited too long to raise rates, it may well wait too long to 
commence lowering rates. As I stated in an earlier letter, barring a financial crisis, it appears 
that 2024 will usher in small, “cosmetic” rate declines. Significant rate declines will have to 
wait for a good old fashioned “crisis of fear”.  
The surprise shock of 2024/2025 could well be much higher rates than anyone expects! 
Remember, wars (Ukraine or Israel) are very expensive to finance, and inflationary. 
 
The recent shift to short-term financing (under 2-year terms) may disrupt U.S. money 
markets and “complicate the U.S. Federal Reserve’s anti-inflation drive”. A dearth of buyers 
for short-term debt instruments could lead to a spike in lending rates, as happened in the 
September 2019, so called repo crisis. In that crisis, overnight lending rates rose above 10 
per cent. 
 
In 2024, there are certainly no shortages of ongoing geopolitical hot-spots around the world. 
The list is as long as we’ve ever seen. Think: North Korea-South Korea, China-Taiwan, 
China-Philippines, Russia-Ukraine, Russia-Baltic States, Iran+Proxies-Israel, Gaza/Hamas-
Israel, Hezbollah Lebanon-Israel, India-China, etc. etc. etc… 
 
Israel seems to be heading into the most difficult phase of its conflict with Hamas – “the 
day after” period. Simply stated, without a viable political plan for Gaza, Israel’s tactical 
military wins “won’t add up to any lasting strategic gains…”, according to senior Israeli 
officers who spent months in hard urban combat.  
 
Between you, me, and the lamppost, when you have no true friends in the region, nor the 
financial resources of a superpower, there is no simple answer to Israel’s “day after plans”. 
You break it, you’re now stuck with it! Israel’s defence establishment seems strongly 
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opposed to a full military occupation of Gaza, as this would offer Hamas a target for a 
grinding long-term insurgency. Netenyahu’s stated goal of eradicating Hamas is not honest 
or realistic. According to Amos Yadlin, a former head of Israeli military intelligence, given 
the military damage in Gaza (but no strategic win) inflicted on Hamas, the present outcome 
as it stands is “some kind of a tie.” 
 
Since October 7th, the Middle East has turned into a long-term slow motion train wreck, as 
the conflict drags on without a resolution. In our opinion, without a late summer diplomatic 
ceasefire breakthrough, the likelihood of a “copy & paste” Gaza 2.0 war between Israel and 
Lebanon, (Hezbollah) grows by the day.  
 
A hot, sticky summer awaits investors. Gaza will likely face years of continued low-level 
fighting. The first positive step is to establish a permanent ceasefire to secure the return of 
all the hostages.  
 
Secondly, the situation in northern Israel is very volatile. Hezbollah’s sympathy rocket fire 
into Israel is setting the stage for the next chapter in a complicated Middle Eastern game of 
“proxy-chess”. The Israeli objective is to eliminate the daily Hezbollah rocket fire threat 
from southern Lebanon, so that 50,000 Israeli citizens can return to their homes in northern 
Israel.  
 
If diplomacy fails, then war will sooner or later likely become the default option. Israelis 
are resigned to the possibility of a two-front war: Gaza & Lebanon. The status quo in 
northern Israel is not an option – its just a question of when. It’s a live ticking time bomb 
one can’t ignore. 
 
On a more positive note, should a diplomatic breakthrough occur, the hostages are released, 
or Sinwar is eliminated, our outlook would then need a complete update - hopefully for the 
positive. Perhaps the possibility of a Trump win in November could also hasten a ceasefire 
agreement in Gaza. 
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Second Quarter Performance: 
 

 

The 10 biggest stocks own the market right now, 
and anyone who doesn’t own them is left out in 
the cold – at least for the time being. (or until a 
2000-2002/1973-1974/2022/bear market arrives). 

 

Jason Zweig 
Wall Street Journal 

July 6, 2024 

 

 

U.S. equity market concentration is, by some 
measures, now the strongest ever, raising 
justifiable concerns that having the entire (U.S.) 
market’s fate in the hands of so few stocks (narrow 
breadth) will end in tears… Analysts say the top 
ten stocks (think: Nvidia, Microsoft, Amazon, 
Apple, etc…) now account for a record 35 percent 
of U.S. market cap. 

 

James McGeever 
Reuters 

Globe & Mail 
June 13, 2024 
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Many, many people… have staked their wellbeing 
on the promise that Berkshire will take care of 
them for, like I say, 50 years or longer into the 
future…  

“We always operate from a position of strength… 
we don’t want to be dependent on the kindness of 
strangers, friends, even, because there are times 
when money almost stops.” (Think September-
October 2008). 

Warren Buffet 
Berkshire Hathaway 

2020 Annual Meeting 

 

 
Your Fund ended the second quarter with net asset value of $4,431.80 per unit, an increase 
of $258.21 from the December 31, 2023 net asset value of $4,173.59 per unit [after 
distributions]. Year-to-date, June 30th, your fund returned: 6.2%. 
 
2024 has been a tale of two different stock markets. Looking under the market hood and 
delving a little deeper, one soon notices that the S&P 500 advance is not broad based. There 
is tech mega cap and the remaining 490 stocks. “A handful of winners against hundreds of 
laggards”. AI fever has been powering this year’s advances, especially Nvidia and 
Microsoft. 
 
Below is a visual of what’s been occurring in the trenches over these past 6 months: 
 
S&P 500 + 15.3% 
S&P 500 Equal Weight  + 4.96 
Dow + 4.79 
Russel 2000 + 1.62 
TSX Composite + 6.05 
Berkshire Hathaway + 14.06 
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Most of the above indices show no performance resemblance to the S&P 500 index. Is it 2022 
all over again? For example, the S&P 500 equal weight index has the same number/names 
of stocks as the S&P 500, but has vastly underperformed. Why? 
 
The S&P 500 is a market cap weighted index, which means the highest valued companies 
make up the largest weights in the index (think: Amazon, Apple, Microsoft, Nvidia, etc..). 
Obviously, due to the strong performance of a handful of large tech companies the index 
has outperformed the Equal Weight index. 
 
The Equal Weight S&P 500 is one way to combat “concentration risk”. The stocks in this 
index holds an equal proportion of each stock that makes up the index. This translates into 
a roughly 0.2 percent holding for each company in the S&P 500 equal weight index.  
 
 
Nvidia alone accounted for nearly one-third of the S&P 500’s total return in the first half of 
2024, according to S&P Dow Jones indices. Throw in Microsoft, Amazon, Meta and Eli Lilly 
(weight loss drugs), and 55% of the market’s returns come from just these five stocks. 
 
For the record, Berkshire has also struggled to match the S&P 500 in recent years, due in 
part to the index’s narrow, tech-dominated rally. Without its significant stake in Apple, the 
Berkshire portfolio would have underperformed by even more. (Berkshire’s 2024 YTD 
return: +14.06%) 
 
Barring a major acquisition in 2024, Berkshire will have a cash pile of almost $200 billion 
dollars. It is important to realize that some of Buffet’s landmark investments have come 
during crises – such as his investment in Goldman Sachs during the 2008 financial crisis. 
Obviously, a severe recession/bear market would play in Berkshire’s favour with this 
“mother lode” of cash (presently earning 5%). 
 
It is important to understand that Berkshire earnings can be very volatile due to a 2018 rule 
change from the financial accounting standards board. That year, the “accounting geniuses” 
ruled that if a corporation holds common stocks, they need to mark them to market every 
quarter and report these short term equity gains and losses as if they were earnings. 
 
That 2018 rule change makes Bershire’s earnings figures “worse than useless”. Berkshire 
holds hundreds of billions of common stock, many for decades. 
 
Shareholders really want to know how the company’s operating businesses – Geico, Dairy 
Queen, BNSF Railroad and others have fared. Conversely, Berkshire’s stock portfolio 
(Apple, Coca Cola, Bank of America etc…) may fluctuate widely from year to year, day to 
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day. However, over the longer term, they show massive capital appreciation. 
 
Thus, as Buffett has pointed out many times, Berkshire’s GAAP results show $90 billion in 
earnings from 2021, $23 billion in losses in 2022 (the year of bear markets), and $96 billion 
in earnings in 2023. In a nutshell, Berkshire’s earnings as shareholders think of them are 
drowned out by stock market gains and losses from the company’s huge passive equity 
holdings. 
 
Looking at Berkshire’s operating earnings (and ignoring stock market paper gains & losses) 
one sees a much clearer and stable picture:  
2021: +27.6 billion, 2022: +30.9 billion, 2023: +37.6 billion. 
 
Buffett has made it clear that Canadian Greg Abel is in line to eventually succeed him. Only 
time will tell if Greg is another Tim Cook. Tim successfully took the reins at iconic Apple 
upon the death of Steve Jobs. He has proven himself an incredible steward of Steve Jobs’ 
legacy. Hopefully, Greg will have similar successes at Berkshire! (FYI: Todd Combs and 
Ted Weschler will be ably managing Berkshire’s equity portfolios.)  
 
During the quarter, we reduced or eliminated a number of positions in the Fund’s portfolio. 
Your manager wanted to streamline the portfolio, reduce risk, and take profits on positions 
that had limited growth potential (A&W, Telus, Pershing Square). 
 
A&W was a classic contrarian investment that was made during the pandemic. The 
company was one of the few former income trusts that temporarily eliminated its 
distributions during the onset of the pandemic. This decimated the stock and was our buy-
in catalyst. The distribution was reinstated after only three months, as drive-throughs were 
a saving grace for fast food chains. With ultra low interest rates relegated to the history 
books and A&W’s distribution growth subdued, your manager believes that we could put 
our money to better use elsewhere. 
 
Pershing Square Holdings was another name in which we reduced the bulk of our position. 
This closed-end equity fund, managed by star hedge fund manager Bill Ackman, was 
purchased in the mid teens and recently sold in the low fifties. We bought this vehicle 
(composed of 10-15 great businesses) at a 30%-35% discount from net asset value. Today, 
the discount has dropped to the low 20s. It was an opportune time to take advantage of this 
temporary lower discount. 
 
This July, Ackman will be going public with a new IPO, his Pershing Square USA Fund. It 
will be listed on the New York Stock Exchange. However, unlike the old Fund, the new 
Pershing USA fund will have no performance fee. On paper, this makes the new fund more 
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attractive to investors. 
 
Ackman will thus manage 2 very similar strategy closed-end funds. The USA fund, trading 
in New York, and Pershing Square Holdings fund trading in Europe (Amsterdam/London). 
Better yet, the new USA fund will have no 20% performance fee. The old fund will retain a 
performance fee, but to make it more attractive to investors, will going forward, have a 
scheme whereby part of the management fees earned on the new fund will be compensated 
over to the old fund. Thus lowering the existing management fees on the old fund. 
 
Important questions remain. Which of the two funds will have the lower expense ratio, and 
which fund will receive First Dibs on Ackman’s stock picks? The old European-listed fund 
or the new (lower fees) USA fund? It’s not a totally clear picture, as there exists many 
potential conflicts of interest. We will wait until the dust settles to revisit this investment – 
and see which fund sports the biggest discount combined with lower fees. 
 
There was a time, during the period of ultra low interest rates, when most Canadian bank 
stocks were “flying high”. Some investors have questioned why a Canadian portfolio 
should hold anything but mostly outperforming Canadian bank stocks? Simply stated, this 
would be a recipe for industry overconcentration, and lack of prudent diversification. When 
everyone is screaming for “overloved” Canadian bank stocks – it’s a time to be cautious. 
 
Bottom line, you need both company and industry diversification in a portfolio. One never 
knows when a pandemic will hit, or a BP oil platform will explode in the Gulf of Mexico, 
causing thousands of miles of pollution and billions of dollars of cleanup costs. 
 
This leads us to the recent trials & tribulations of TD Bank. In May, our largest Canadian 
holding, TD Bank, was put in the penalty box due to its role in an alleged money-laundering 
scheme. According to some analysts, the “worst-case” scenario is a huge 1x fine ($2 billion) 
and strict limits on the lender’s U.S. growth (no acquisitions/new branch openings). 
 
In short, the U.S. Department of Justice is investigating the bank over how Chinese crime 
groups used TD and other banks to hide money from U.S. fentanyl sales.  
 
The major issue investors are worried about is the prospect of U.S. penalties which could 
include an asset cap on U.S. growth or restrictions on U.S. mergers and acquisitions for a 
period of potentially years.  
 
Although we are obviously not happy about the recent weakness in TD’s stock price, the 
bank may (in the medium term) have actually dodged a bullet as a result of this money 
laundering investigation. These AML issues caused an expensive takeover of First Horizon 
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Corp. (at $25) to not be approved by U.S. regulators. 
 
At $25, TD was paying approximately 2x tangible book value for an “ok” bank, “tarted up” 
become of its supposedly “sexy” Southeast USA “high growth” locations. (An excuse to 
overpay). 
 
Talk about TD’s overpaying and poor timing! By early 2023, there was a run on small to 
medium sized U.S. bank stocks in light of the Silicon Valley Bank failure/run. Thus, TD’s 
$25 takeover offer was soon looking at a $10 Horizon public stock price. Today, two years 
later, Horizon is trading at $15-$16, well under the TD’s offer of twenty five dollars. 
 
Yes, TD has to spend hundreds of millions to fix this 1x AML problem at the bank. But, this 
is not a structural problem attached to the TD business model. It’s a fixable problem. TD is 
in the penalty box and its U.S. business may very well be growth-constrained for a few 
years.  
 
On the positive side, perhaps its for the best that TD was unable to complete, in our opinion, 
a “hyped” and ill-timed U.S. acquisition. 
 
Since the acquisition announcement: 
 

1) Interest rates have risen significantly – negatively affecting U.S. bank profits. 
2) Loan quality has deteriorated.  
3) Economic growth in the south east is slowing. 
4) TD’s capital ratios will now remain stronger. 14-15% range, instead of the 11-12% 

range post-acquisition. 
5) TD can now use its excess capital to make accretive buybacks of its own shares, 

instead of overhyped First Horizon stock at $25. 
6) A Trump win – would be positive news for a more relaxed banking regulatory 

environment. Maybe less time in the penalty box? 
 
Historically, when TD goes shopping in the US banking sector, it seems to overpay, while 
making its purchases near the top of the cycle. In hindsight, TD’s takeover failure with First 
Horizon may look very “lucky” (wise). 
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OUTLOOK 2024 
 

Continued Hamas dominance (the “day after” in 
Gaza) will mean no hope for the future, no 
rebuilding of Gaza and more death and 
destruction for Palestinians and Israelis alike. 

 

Dennis Roy 
Former U.S. Mid East Envoy 

Financial Post 
July 10, 2024 

 

 

History (according to Israeli historian Avi Shlaim) 
offers a possible silver lining for the current 
(Gaza) conflict. Violent episodes in the past have 
created the space for diplomacy. “The best 
example is the October 1973 War… which caught 
Israel completely unprepared…”. The fighting, 
followed by then Egyptian president Anwar 
Sadat’s trip to Jerusalem, paved the way for the 
Israeli-Egyptian peace treaty of 1979. 

Similarly, the first Intifada… led to the 1993 Oslo 
Accords… From catastrophe, something good may 
yet emerge.  

Henry Mance Interview 
Financial Times London 

April 1, 2024 
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Shortly after October 7th, in a show of solidarity 
with Hamas, Hezbollah began shelling Israel’s 
north. Since then … (Hezbollah) has fired 
thousands of rockets and… countless drones… In 
doing so, Hezbollah has realized Israel’s worst 
case scenario of a war of attrition that each day 
creeps southward… The Israeli government, 
already under intensifying (domestic) pressure to 
act (if one of these rockets hits an Israeli school, 
for example), will order a massive counter strike. 

Israel, Lebanon, Iran, and its Iraqi and Houthi 
proxies and potentially even the United States 
(with one miscalculation) will be at war. 

Michael Oren 
Former Israeli Ambassador to the USA 

Times of Israel 
July 3, 2024 

 
 
 
Today, the military and strategic situation regarding Israel in Gaza reminds us of a 
classic Seinfeld episode. In one scene, Jerry lectures the car rental agent, whining that the 
company has no problem “taking” the reservation, but the same cannot be said when it 
comes to “holding” the reservation, (as there was no car available for Jerry). 
 
Likewise, Israel today knows how to militarily “take” a neighbourhood slice of Gaza, but 
it has not as been successful in “holding” the neighbourhood. Like the car rental agency 
bosses, Israel’s PM has been making ill advised and unrealistic military promises to its 
citizens. Asymmetric warfare between a sovereign nation and a non-state terrorist 
organization, is a recipe for a complicated, long-term, (no-win) guerilla insurgency. 
 
As I mentioned previously, the present conflict in the Middle East is a slow motion long 
term train wreck in the making. It has the potential, at any moment, to spin out of control 
and drag Iran, Israel, Lebanon, and America into the mud.  
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Only time will tell if Hezbollah, Hamas, Israel and Iran will be able to step back from the 
abyss. Should a new hostage deal be negotiated this year, perhaps a few months (or 
years) of respite could prevail. Good news for the financial markets. One must also 
understand that, at any moment, Russian President Putin has the ability to cause further 
geo-political havoc in the European & Middle Eastern theatres. 
 
As for stock valuations, history has shown time & time again, that stock markets don’t 
fall simply because they are expensive. Rather, the markets often need to be subjected to 
a major event/catalyst that has the potential to negatively impact corporate earnings 
expectations. Think; U.S. boots on the ground in the Middle East.  
 
The coming “cosmetic” rate cuts in the U.S. will be a positive for market sentiment. There 
is more upside, but the stock markets need to broaden out beyond the handful of tech 
names presently powering the indices to new highs. Remember, stock markets like to 
climb a “wall of worry”, whether financial or geopolitical.  
 
Finally, a Trump November election win will be interpreted in a favourable “business-
friendly” light. Potentially less regulatory burden, less taxes, & less government 
interference. This is positive news the stock markets can relate to. 
 
 

Respectfully yours, 

 
 

                                   Benjamin D. Horwood
                             Portfolio Manager 

July 12, 2024 
 

 
 
Value Contrarian Equity Fund 
Next Fund purchase 
Date: July 12, 2024 
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 buying 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. 
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