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What more eloquent and apt a description of the current 
environment can we offer than …this sucks. We’ve always known 
that stock prices can and will deviate from probable long-run 
value (in fact, that’s the very root of our long run results in excess 
of the market) possibly for extended periods but this has been a 
very long and frustrating period for “value” investors.

Nonetheless, we believe wholeheartedly that the Fund will 
come out of this period with outsized returns, a belief we think 
is bolstered by the investment facts underlying each of our 
holdings. In many of our core holdings we are of the view that 
the investment case argues for the possibility of doubles and 
triples or more. And, our history of “lumpy” returns supports this 
thinking - we have had a number of positions in our past that 
did nothing encouraging in the first few years only to generate 
returns many times above our cost in the latter years of our 
holding., We have always been drawn to value situations that 
offer the potential for multiple returns even though the path to 
investment success in these securities can test one’s patience. In 
other words, we’ll live with the possibility of being down 30% (or 
more) on a particular security when we feel confident that we 
could have a 200% winner.

There are four important investment keys for our most important 
holdings. Specifically: Are the fundamentals improving? Is the 
stock cheap? Are the insiders buying and/or do they own lots of 
stock? And, is the Company financially strong? In fact, the level 
of recent insider buying is striking in some cases and this is from 
insiders who are not new to the situation so they very much 
know and understand what they’re buying. 

In this vein, we note with interest Warren Buffett’s announcement 
last week that Berkshire Hathaway Incorporated (“Berkshire”) has 
bought a net US$4 billion of common equities in the September 
quarter which is similar to what it had purchased in the entire 
first half of 2011. And, contrary to many decades practice, 
Berkshire announced a material share buyback program (a first 
in the company’s history). Despite Mr. Buffett creating significant 
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*	Returns are annualized.

shareholder value over the past few years, Berkshire shares have 
been down as much as 35% from December 2007 to September, 
2011. Within Goodwood’s own universe, the high earnings or 
free cash flow yields of a number of our core long holdings (well 
above US or Canadian 10 year bond yields) is compelling and, 
based on management latest guidance this level of earnings 
and/or free cash flow seems set to continue.

We still plan to invest our reasonably large cash position (now 
approximately 23%) in liquid, very inexpensive, high quality 
names and/or high yield corporate bonds with the prospect of 
20%+ total return and/or adding to some of our existing positions 
that are particularly attractive. So far, it has been correct to sit on 
the cash and maintain a short position (ranging from 9 to 15%) 
as the sell-off has continued.

Thank you for your continued interest in the Fund. For further 
information, please contact your regional Arrow Capital 
representative.

Yours truly, 
Peter Puccetti, CFA  
Chairman and Chief Investment Officer
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