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August 23, 2016

Dear Investors,
We’ve had a few meetings with corporate management teams over the last few days as
well as some institutional meetings last week. We felt we would share some observations
that are timely.
Please see attached a one pager of the Lightwater Long Short Fund over the last three full
calendar years month by month. We think it clearly illustrates why now is the best time to
be investing or adding in.
We have yet to meet a long only Portfolio Manager that does not think that the majority
of the non-resource stocks they own are very expensive. The TSX now trades at an
average forward price-to-earnings ratio of 20 times, which is five points higher than the
historical average.
Our funds have very low correlation to the market, in fact, one of the lowest in Canada.
We historically have done well in down markets, when portfolios needed it the most.
That’s why you invest in Lightwater, because we do very well in down markets. We do
well in moderate markets, and we often underperform when markets are ripping.
As we look to the fall, we feel there is a good argument to be made for positioning in
alternative assets while the markets continue to hit new 52 week highs. Obviously, we
cannot forecast a repeat of a historically bad September to October, but we are making
sure that our highest conviction shorts are appropriately weighted in our portfolio. We
are also looking forward to adding a few names when they get pulled back.
Lightwater’s strong performance in the worst markets of 2008, 2015, and through
January to March of this year helped create one of the best track records in the industry
and a reputation for downside protection. That is our goal.
We firmly believe that with each passing week of new highs, downside protection and
low correlation of a long short equity fund is worth adding now. Portfolio insurance, as
with any insurance, is put in place prior to volatile events.
Most portfolios need good markets to achieve good results. We do not.
Best Regards,
Lightwater Partners

www.lightwaterpartners.com
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The Lightwater Team
Jimmy, Tom, Mike and Jerome
Lightwater Partners Ltd.
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