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rom the perspective of an outside observer, our 
investment process can seem about as exciting as 

watching paint dry. We don’t hold a lot of positions, and 
we don’t do a lot of trading. So perhaps my use of the word 
“action” is a little tongue in cheek.

What we do is very carefully assess any company that we 
put your money into. We look for situations with companies 
with highly stable business models and management that 
acts rationally. We look for companies that have a high 

And, very importantly, we only invest in such companies if 
they are trading at market prices that we believe are very 
advantageous in comparison to their underlying values. 

One recent addition to the portfolio is a company called 
Seaspan Corp. It’s in a very boring industry - containership 
management and leasing. Boring can be good. Due to 
declining shipping rates and worries about trade wars, 
shares of Seapsan are trading at what we believe to be very 

attention because of the involvement of certain shareholders 
and management that we think highly of. As part of our 
examination we studied the capital cycle of the containership 
industry, Seaspan’s industry positioning and its capital 

strategy. Along with our assessment of valuation scena

investment was very much in our favour. And then we a
decisively. 

At the same time, we’re still holding a lot of cash. Once
invest in such companies we monitor them carefully (t
one of the reasons we run a concentrated portfolio). If
price of a stock has risen to a degree that it is too expen
as compared to its fundamentals, we will sell.  Altho
we’ll seize on opportunities like Seaspan when they a
the reality of bull markets is that we start doing more sel
than buying as markets get overheated, and hence the c

Of course this cash has put a drag on short-term returns,
one of our advantages is our ability and willingness to fo

term returns, and done so with lower downside risk t
the markets. In the latter stages of bull markets this equa
can seem not to work, when asset prices are too high 
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 It’s easier for us to grow your mon

           ear Clients,

2020 was an eventful year on many fronts, including the 

quarter of the year, only to turn around and go on a tear 
fuelled by accommodative central bank policy which snow
-balled into speculative excess. 

with highly stretched valuations, causing value approaches
to lag in recent quarters. Periods of prolonged and 
excessive rises in stock markets inevitably lead to choruses
of “value doesn’t work anymore” and how it's time to 
focus on stocks with aggressive growth expectations (even 
if their valuations are divorced from the underlying 
economics of their businesses). I am of the belief that value

process I follow is to invest in companies that are building 
shareholder wealth, and be disciplined about the price I 
buy them at and hold them at (what I call “Fundamental 
Value”). Growth in a company’s revenues and earnings 
might result in the growth of shareholders’ wealth, but 
not necessarily. Making that determination is a central 
element of the work I do for you. And even if a company 
is growing its intrinsic value at a meaningful pace, if you 
overpay, it can turn out to be a lousy investment and 
result in losses.

D

Winter     2020 

Short-term results are meaningless in the realm of investing
 in stocks, because strong short-term results can mask 
unsustainable situations where the price of a company’s 
stock is far ahead of a reasonable estimate of its underlying

stock price sometimes underprices growth in a company’s 
intrinsic value (the kinds of situations I look for). 

Lionridge’s focus is on the long-term compounding of 
wealth in a rational and gradual manner, as opposed to the 
realization of short-term trading gains (the latter mindset 
can cause people to take on too much risk and lose money 
in an attempt to “get rich quick”). Strong long-term 

          Lionridge’s focus is on the 
long-term compounding of wealth 
in a rational and gradual manner, 
as opposed to the realization of 
short-term trading gains.

Year End | 2020
QUARTERLY COMMENTARY



not guaranteed; values change frequently and past performance may not be repeated.
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* Benchmark from November 30, 2017: 40% S&P/TSX Total Return; 60% MSCI World (Gross in CAD$). Benchmark from inception to
 November 30, 2017: 45% S&P/TSX Total Return; 35% S&P 500 Total Return (CAD$); 20% MSCI EAFE (CAD$).
** Average annualized returns.
*** Inception date: March 31, 2011.
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Lionridge utilizes a combination of broad market indices such as the S&P/TSX Composite Total Return index and the MSCI World index 
he nature of the 

securities held in the Lionridge Total Equity Portfolio Composite.
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our holdings, knowing that under the surface these 
companies are steadily building your wealth, whether or 

this with the knowledge that as long as a company is 
compounding shareholders’ wealth, that growth in value 

One example is Baidu, which I began purchasing in the 

lagging in the markets for various reasons, including a fear
of US regulatory actions disfavouring shares of Chinese 
companies. Despite the headline risk, I went in with 

likely well above the depressed stock price, and as the 
company is generating and compounding underlying
wealth, I didn’t worry about how long it would take for the 
market to correctly value this company.  Patience has been 
rewarded, as this stock’s price has more than doubled since
my initial purchases last year. 
 

What’s the big picture result? Since inception*** the 
Lionridge Total Equity Portfolio has achieved average 
returns exceeding 9% per annum** and has experienced far 
less downside volatility than its benchmark*. My approach 
is unexciting, and it works.

At Your Service,
Hardev Bains, LLB, MBA, CFA
President and Portfolio Manager

Rational, Disciplined Investing.


