— WEALTH MANAGEMEN’

YOUR FUTURE 18 WORTH MOCAH

RESEARCH () CAPITAL @HENNIC

CORPORATION

A View From Here - April 2023

“Sometimes buying early on the way down looks like being wrong, but it
isn't.” — Seth

Klarman
There is always something to worry about

Following the financial crisis of 2007-2009, little attention was paid to how powerful stock
markets recovered because investors were waiting for the next shoe to drop. This is
reminiscent of the aftermath of the stock market crash of 1987 as many predicted it to be an
indicator of a dire economic future but was followed by a raging bull market throughout the

1990s.

The pandemic was also a harbinger of great unknown challenges to come but again markets

reacted by going higher.

Tell that to someone in late October of 1987, 2008 or February of 2020. It seems that each
major crisis has the power to bring on the next great depression, so much so that even what
might turn out to be a minor challenge is met with worry that it is only the beginning of the new

thing that will bring us to our knees.

There are plenty of pundits out there who predict that the spy balloons will lead to World War
[l and only a month later, it is no longer talked about and replaced by the fall of Silicon Valley,
Republic Bank and Credit Suisse leading to a new set of concerns of local and international

banking.

Once again, we are led to believe that this is just the start of a sinister reality that will lead to



our economic demise. Think about it - we live with some version of this all the time with one
concern replaced by another...and so on. Its all noise and that the most important thing is
always going to be, on some level or another - the long-term performance of your

investments.

| recently saw an interesting interview with a Canadian investor, Ira Gluskin. He was the chief
investment officer for investment firm Gluskin Sheff for over 25 years, and he said what |

believe to be true (I paraphrased it):

“For 25 years, all | ever said was trying to worry about these big issues was a complete waste
of time and that all that mattered was trying to find good companies and good stocks to invest
in. So then when | became a family office, | started spending more time trying to see if | could
figure things out. It is now confirmed that it is 100% a waste of time and it is absolutely
random, and most observers know and believe this but it's what sells. People love to talk

about these big issues.”

Click here to view interview.

There were some excellent comments on the recent demise of Gluskin Sheff which | found to
be extremely relevant about the financial services industry. These are things | believe deeply

in my investment soul. That part of the interview can be seen here.

We are investors in businesses that we believe the market has overlooked so that when our
variant perception of today’s view becomes reality, it will lead to substantial profit. And over
time, we have been able to achieve that goal as evidenced but the long-term returns that our

investments have accomplished.

In my opinion the most important thing is return; whether it is conservative or aggressive.
Somehow this gets lost in the nonsense of services such as estate and financial planning and
structuring investments are emphasized to meet goals that are rarely, if ever, achieved.

Financial planning is the easy part, the focus needs to be on achieving return. Because most


https://d2nwkm04.na1.hubspotlinks.com/Ctc/OR+113/d2nwKM04/VVGCRn4_9xHBW2RYB-g3mgkJ3W3trWRD4ZbCgMN50kgNr5nKvJV3Zsc37CgK-6N3QlzpD75h5QN1GnKPpNQGTDN5NWyGfgq1XbV-yQH62kH9rPW26pSwD3DC6J9W52FrHS2-v9__W4wn0656hf9-DW39qTB13B9RzjW7dPHfM8TByJRVdJjjX3sV0fxW97T6z58KtkwCW6sqX_G5zCCFKW9d0FDb8mhMPQW8tvxB94PyzMyW917rmW5RcJXjW7Kp7vp9hb6GQTKjVp2Db2bRW1mwZbC44HBZnW3v5fV54m43FpW4pfRF08MfztmW4Hh3tT81-j3RW1wczMy4C04pvV9--SW4RJW1GVj-zr-4GTg4zW72fcsY4_c_DsW4KNSQQ4x9RCwW3qJVqV4M0SgQW5Z4fch6_2D-HW5CHk5t8zCdcRN5rfWmdKGl7HW5yXmD563rNK2W2MqTxJ4cZGDVW5f7WlP8LPdf3W3RWWnY63ycK1V3qcbr4fHGsqN7GYrYbFKm8t34Z_1
https://d2nwkm04.na1.hubspotlinks.com/Ctc/OR+113/d2nwKM04/VVGCRn4_9xHBW2RYB-g3mgkJ3W3trWRD4ZbCgMN50kgPX3q90_V1-WJV7CgPlTW5vpkfS285wPYW4fD8gc3DpbQXW4hHkHX1yw-JlW5ZvVrj4gbSr2N1Yg-0DqVRy2W58cj3R22RdMZW69mWqF7r4929W4qS3-h8q03VdN1Ctdzgzt7byW1r58Jd6Qg9mhW8Z9DlM20PqX9W7KyQs62YhHZbW6khhth5GGjtfN524FYG5mbcWW8_L7w661SZd5W4lsg8D35Q7xpW40dZP22zYNHMW2WnTn76PxbG3W4PjSNx4dltlHW4VRTc43hsm-YVxBBPP18wKw2N19F94dzWGbdVxL0yB2tpK1gW36JjpM3w28jrW1ZFzpv3Zy0F9W6VLjzm2hvMlhW6X5g0M2bfSFNW3QRP662cj4C7W4RnGy52hHspxW6F_LXw7Pnd0F31X11

have marginal-at best-track records, attention is diverted to the big issues. One of my favorite

quotes is “that the truth of a man is in what he doesn'’t tell you.” Ya know?

Inflation & interest rates

In the face of recent banking challenges, the U.S. Federal Reserve held firm by increasing
interest rates in an ongoing attempt to right-size the pandemic rate lows and to curve high

prices in what has become at present, the current inflationary period.

The desired effect is to bring down the cost of things but as | write this, there seems to be a
standoff between buyers and sellers. In Canada, interest rates have held steady at 4.25%
while south of the border, they continue to increase, albeit at a decreasing pace. Interestingly,
the yield curve is predicting lower rates going forward as evidenced by GIC figures over a five-
year period which are highest on one year money only to be lower in each subsequent year
over the next five. The bond market is telling us, and it's usually accurate, that rates will be
lower over the next five years. However, it should be noted that challenges from this tightening
cycle is seeping into the economic fabric as we adjust to higher costs of all things, perhaps

most importantly, servicing debt.

If the current banking situation is indeed a harbinger of things to come, | believe that the stock
market would be substantially lower than it currently is as the circumstance back in late 2008 -

early 2009 that is still fresh enough in the collective minds of investors to keep us cautious.

| have learned that all things market related move on surprise, not consensus. This goes from
a macro sense of how higher interest rates affect corporate cash flows and expectations that

work into the valuations of the market overall.

In a micro sense, in terms of a specific company reporting better or lower than expected
results or a specific corporate event leads to an adjustment that they did not previously
factored in. Investors, at least for now, have valued in most of the known unknowns such as

banking, geopolitical fears, war, inflation and economic outlooks we are facing.



Perhaps it is telling us, that it is a tempest in a teapot and can be championed. We must have
an open mind to the reality that it can change if things surprise us in either direction. It remains

a fool’s game to predict such random events, but it's what sells...

Our accounts remain positive on the year

2023 started off with an incredible month of performance that has given some back throughout
February and March. We have been addressing these things by rebalancing our holdings to

take advantage of what we see is excellent value despite some deep consolidation.

However, from 30,000 feet, the accounts are doing very well, especially when you consider
the growth as far back as we started working together. Our unique offering of owning a
concentrated portfolio of disparate investments has the long-term performance that few have

been able to achieve.

However, it also has a history of not being that volatile either. We are proud of our results and
I've rarely been as optimistic about our opportunities then | am right now despite consolidation

in some of our names. Our future is worth more.

Thanks for taking a look, and as always,

All Good Things,

P.S. | wanted to give a shout out to our band that | have been so lucky to be a part of
for the past three years - Porch Jam. Back in the summer of 2020, a good friend
asked me to bring out my small drum kit to his porch where a group of musicians were
performing some social distanced sets of music for his neighbors. Over the next two
years it took on a life of its own and as restrictions eased, we were asked to play live

dates including milestone parties, bars and even a wedding in 2022.



One of our clients asked if we would be willing to play a charity event that he has
been a substantial part of at the the famed El Mocambo on March 1, 2023 for
Megan’s Hug for pediatric brain cancer. We were awestruck to be playing such an
important event at a storied venue and lucky enough to get a professional souvenir

video of our short sets which you can view here:
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