
 
 

  

                                               February 2024 Commentary  

February was a good month for both funds which were up more than 5%. The Nimble 

Fund is now up 11% year-to-date while the Lightwater Long Short Fund is up 10%. 

We are pleased to see this positive momentum continue into March. 

 

As sports fans can attest, your team is more likely to win when your biggest stars are 

your best players. The funds have benefitted from this effect, as three of our top four 

positions had strong performances. 

 

Long-time holding Guardian Capital (GCG.A) was up 20% in the month. Investors 

were excited that they spent $70 million USD of their $1.3 billion CAD stockpile of 

cash and securities on a U.S. acquisition. We were also happy to see some capital 

deployed, but the market reaction seemed a little over the top given the relative size 

of the deal. We trimmed our position slightly as a result. 

 

DRI Healthcare Trust (DHT.UN) was up 9% in February on the back of blow-out Q4 

earnings results: cash receipts came in 76% ahead of consensus and EBITDA beat 

estimates by 70%. We discuss this company in more detail below. 

 

We also added a new position in February, Fairfax Financial (FFH). We had been 

kicking the tires on Fairfax for a few months, largely at the suggestion of one of our 

investors. The company is much larger than our typical holding and the stock already 

had a good run in 2023 (up 52%). The valuation was compelling at 1.0x price/book 

ratio but we had not yet pulled the trigger. An opportunity came when a short thesis 

by Muddy Waters (a U.S. hedge fund) knocked the share price down 12% on 

February 8th. We took advantage of the weakness to purchase a decent position. 

 



Our Fairfax purchase, while justified by its valuation and fundamentals, was driven by 

other factors. We have been around long enough to know how the game is played: a 

nasty American hedge fund attacks a Canadian stock and domestic Portfolio 

Managers and Investment Advisors are indignant at such impertinent behaviour (such 

as actually analyzing financial statements) because their long positions just took a hit. 

‘The Cavalry’, as we like to call them, soon comes to the rescue, as (i) sell-side 

Analysts issue research reports that are invariably dismissive of the criticisms and (ii) 

a posse of institutional investors buys up the ‘unfairly’ distressed shares. The share 

price soon recovers, and everyone is happy again, including the nasty American 

hedge fund who likely covered their position on day one. We made a 16% return on 

our FFH holding in February and continue to hold the position. 

 

We are often asked ‘why do only American hedge funds issue short theses on 

Canadian stocks’? Judging from the weighting Canadian hedge funds represent in 

major Canadian pension funds (hint: it rhymes with ‘Nero’), the answer would be, ‘all 

the smart hedge funds are located outside of Canada’. Another more pragmatic 

answer would be that U.S. courts take a more liberal view of freedom of speech than 

Canadian courts. It is difficult for an American company that has been subject to a 

short thesis to prove slander or defamation by a short seller. The same does not hold 

true for Canada. Hedge funds on this side of the border need to be much more 

cautious in what they write in a short thesis as a result. 

  

DRI Healthcare Trust: Q4 Blowout Beat 

On 28 February, DRI reported Q4 results that blew through consensus expectations. 

DRI reported $75.8 million in revenues, more than double consensus estimate of 

$32.6 million. The reason for the huge beat was $33.7 million worth of milestone 

payments in Q4 that were not modelled by Analysts. Even excluding the milestone 

payments, royalty income of $39.5 million was 13% ahead of consensus 

estimates.  EBITDA came in at $45.5 million, well ahead of consensus at $27.9 

million. 

 

Despite rising 29% YTD, the stock is still cheap. DRI now has three U.S.-listed peers 



 

that trade at 2.0x price/book ratio. If DRI traded at its peer average price/book ratio, it 

would be valued at $20 USD, representing 66% upside.  DRI is valued at 4.9x 

EV/EBITDA 2024 and 5.4x P/CF 2024 with a 2.8% dividend yield. We continue to 

value DRI at $22 USD representing 83% upside from current price. 

 

We thank our investors for their continued support. 

 

Jimmy and Jerome 

 

 

 

 

  

 

1 The return figures for Lightwater are a composite beginning January 1st 2008 and is comprised of the Lightwater 
proprietary account (Jan ’08 to June ‘08), the Lightwater Canadian Opportunities Fund  and the Lightwater Long Short 
Fund (Jan ‘09 – present).  These funds/account employed the same investment strategies.  The Lightwater proprietary 
account was non-fee paying however all performance figures have been adjusted downwards to take into account the 
effects of management and performance fees.  The Lightwater Canadian Opportunities Fund is currently closed to 
investors. 
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DISCLAIMER 
This is not an offering or the solicitation of an offer to purchase an interest in any Lightwater Funds (the "Funds"). Any 
such offer or solicitation will be made to qualified investors only by means of a final offering memorandum and only in 
those jurisdictions where permitted by law. Lightwater Partners Ltd is registered in Ontario, Canada under the categories 
of Portfolio Manager, Investment Fund Manager and Exempt Market Dealer. An investment in the fund is speculative and 
involves a high degree of risk. Opportunities for withdrawal/redemption and transferability of interests are restricted, so 
investors may not have access to capital when it is needed. There is no secondary market for the interests and none is 
expected to develop. The fees and expenses charged in connection with this investment may be higher than the fees and 
expenses of other investment alternatives and may offset profits. There is no guarantee that the investment objective will 
be achieved. Moreover, the past performance of the investment team should not be construed as an indicator of future 
performance. In addition, the performance of the Lightwater Canadian Opportunities Fund and the Lightwater proprietary 
account should not be mistaken for and should not be construed as an indicator of future performance of the Lightwater 
Long / Short Fund or Nimble Fund which may have a materially different composition and risk profile. The performance 
figures for the Lightwater Proprietary Account and Lightwater Canadian Opportunities Fund are unaudited, include actual 
or estimated performance or management fees and are presented for information purposes only. Certain statements 
contained in this presentation are based on, inter alia, forward looking information that are subject to risks and 
uncertainties. All statements herein, other than statements of historical fact, are to be considered forward looking. Such 
forward-looking information and statements are based on current expectations, estimates and projections about global 
and regional economic conditions as well as industries that are major markets for Lightwater Partners Ltd. There can be 
no assurance that such statements will prove accurate and, therefore, readers are advised to rely on their own evaluation 
of such uncertainties. Further, to the best of management’s knowledge the information throughout the presentation is 
current as of the date of the presentation, but management and the agents specifically disclaim any duty to update any 
forward looking information. The Lightwater Long / Short Fund and Nimble Fund strategies in no way attempts to mirror 
the S&P/TSX. The TSX/ S&P Composite Index and the Canadian Hedge Watch HF Equity Hedged Index are provided 
for information purposes only as a widely followed index and has a different composition and risk profile than the Fund. 
The Lightwater Long / Short Fund and Nimble Fund are available only to Accredited Investors with a minimum of $25,000 
investment. 
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