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The second quarter saw the Dark Horse post a small gain, bringing the year to date number back to 
essentially breakeven.  The fund has been treading water so far in 2018, much like the Canadian 
market in general.  Beneath the surface we have been working diligently to make sure the portfolio is 
positioned properly for what we believe to be a very delicate and tenuous investment environment.   
 
Our long book remains focused on situations with identifiable, near-term catalysts (often with us 
playing a central role) rather than simply relying on the market to move prices higher.  One 
noteworthy change to the long book was the addition of a basket of Western Canadian energy 
producers.  This effort began as “a hedge on a hedge”.  Our Canadian index hedges, particularly the 
small-cap hedge, left us net short energy.   
 
While we have some indirect exposure on the long side, net-net we were negatively exposed to huge 
upside moves in the price of oil and gas (and the securities most directly correlated with those 
commodity prices).  For most of the fund’s existence we were fine with this position.  We had 
always viewed energy in Canada as a crowded trade where we had very little value to add.  By spring 
of this year, it appeared as though sentiment had fully swung the other way.  The last of the 
Canadian oil and gas bulls capitulated and threw in the towel.   
 
The Dark Horse was there to catch that towel.  Our basket contains primarily small to mid-sized 
producers with exposure to natural gas, low costs and low to no debt.  So far the trade has been 
moderately profitable as sentiment has bounced.  The position remains relatively small and in line 
with our index short exposure making it one of the wimpier bets in the history of the oil patch. 
 
The short book has been growing in the last month or so with the addition of three new short 
positions since our last report.  We have also increased a couple of existing positions as the risk-
reward points more clearly towards looming trouble.   
 

 
 
I’m going to start this section of the letter by breaking the third wall and moving to the first person.  
In the near decade that these letters have existed “I” was Anthony.  I’ll miss the third person.  
Utilizing it put me in a fraternity with the great point guards and wide receivers of my youth.  I 
fondly remember noted loudmouth and egomaniac Keyshawn Johnson saying once, “If you got a 
problem with Keyshawn Johnson, you’ve got a problem with yourself”.  I’ve always wanted to 
weave that into one of these so, there it is. Besides, anyone who knows the two of us would know 
that Lee wouldn’t have any Keyshawn Johnson quotes memorized.  No need to keep this façade 
going any longer.  
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I was struck by an article in the New York Times I read on a recent vacation.  The Ornithologist the 
Internet Called a Murderer appeared in a June issue1.  It told a harrowing story of how a woke online 
mob drove a seemingly respected biologist into hiding for basically doing his job.  That’s my very 
simplistic take and not really the reason I bring this up.  More interesting, at least to my way of 
thinking, was what the enraged mob ignored.   
 
Dr. Christopher Filardi, the biologist in question, was targeted for “collecting” an extremely rare 
bird while on an expedition in the Solomon Islands.  Dr. Filardi had spent 20 years searching for the 
elusive mustached kingfisher, a species with only three of its members, all female, discovered in the 
past century.  On this expedition, Filardi and his team miraculously captured a male.  They then 
“collected” the bird – meaning they humanely euthanized it to properly study the species as part of 
accepted conservation practices.  By the time the team had left the island the mob had already 
assembled and sent out calls for a feathered fatwa. 
 
Around the same time, another team of scientists from Louisiana State University stationed on the 
Indonesian island of Sulawesi discovered – and collected – the first of an as-yet undiscovered 
species.  No one from that team (nor any of their family members) were harassed relentlessly or put 
in any fear of their respective lives.  They used the same methods towards a similarly rare 
species…yet crickets from the condemnation crowd.  What could possibly explain the discrepancy 
between what Dr. Filardi faced and the lack of any backlash towards the researchers from Kyle 
Williams’2 alma mater? 
 
I’m not necessarily a bird guy, per se, but the mustached kingfisher is an inarguably beautiful bird.  
The Audubon Society, in its tweet heralding the bird’s first ever photo, referred to the blue and gold 
little guy as “adorable”.  I believe that to be the exact scientific term for it.  Meanwhile, back in the 
Indonesian jungle, the researchers from LSU were popping champagne celebrating the discovery of 
an animal not previously known to have even existed, the Mother flippin’ Hog-Nosed Rat! 
 
While seemingly impossible, the hog-nosed rat is even grosser than its name would imply.  The rat’s 
most distinctive feature is not its aforementioned unfortunate schnoz, but its uniquely long pubic 
hair.  In the words of Seinfeld’s Elaine Benes during the famous Hamptons episode, the hog-nosed 
rat is “quite breathtaking”. 
 
One needn’t know much about human nature to get a gist of why the outrage flowed regarding the 
pretty bird while the killing of the 1970’s adult film star rodent was ignored.  The hard science 
behind these conservation pursuits would view the two animals as equals – both deserving the same 
level of solemn respect for the ultimate sacrifices towards their species’ greater good.  To that the 
non-scientists would understandably say, but the birdie was sooooo cute. 
 
In most all pursuits, the hard and fast absolutes that should equate one thing to another can be 
skewed by intangibles.  Aesthetics, in the case of the kingfisher and the hirsute rat, shouldn’t play a 
role in who is mourned and who is forgotten, but of course it did.   

                                                 
1 Don’t ask me which June issue as they pile up at the house until I go on vacation and finally get around to reading 
them.  Here’s the website: https://www.nytimes.com/2018/06/15/opinion/sunday/moustached-kingfisher-internet-
harassment.html 
2 Kyle Williams is the longest tenured member of the Buffalo Bills, but you probably already assumed that. 

https://www.nytimes.com/2018/06/15/opinion/sunday/moustached-kingfisher-internet-harassment.html
https://www.nytimes.com/2018/06/15/opinion/sunday/moustached-kingfisher-internet-harassment.html
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Investing, like science, is also supposed to be grounded in absolutes.  If a security is being offered 
for sale at a discount to the present value of its proportionate cash flows, it is an absolute bargain 
and should be acquired.  If it is offered at a premium to said value, it is not and should be sold.  
Hard and fast, dollars and cents.   
 
The value one receives from holding the security is an economic value expressed entirely in dollar 
terms.  Intangible benefits should not be considered.  For instance, if you owned Tesla shares 
because you wanted to do your part to combat climate change (or just recently bought them because 
you’re a fanboy of slanderous weirdos) that is your right.  That, however, is not investing.   
 
While impossible to tangibly quantify, it certainly appears as though equity markets have strayed far 
from the absolute-based weighing machines that they are supposed to be.  Instead, they are acting 
more as narrative-based voting machines, perhaps more so than at any point in my two decades of 
experience.  In making this move, the markets appear to be mirroring the broader world as it slips 
from its moorings of truth and the very concept of reality.  
 
Market participants are beguiled by the pretty birds – stocks with the plumage of a great narrative 
and the chirp-chirp of a growth story.  In Canada, we’ve had the posterchildren of such style over 
substance nonsense with blockchain and weed (the first of which seems to have thankfully flamed 
out while the second is showing signs of a retreat back towards reality3).  Infatuation with the shiny 
baubles of substance-light narratives is not, however, restricted to go-go promotes.  While Tesla is a 
popular example, there are huge swaths of the market where “the story” is what drives, or at least 
exaggerates, valuation as opposed to any semblance of true economic value. 
 
So where does this leave the hog-nosed rats of the listed securities habitat – the stocks that lack a 
peppy elevator pitch full of buzzwords?  Aesthetically challenged as they are, they will never be 
everyone’s favorite and acquire universal acclaim – which the markets express by way of high 
earnings or book value multiples.  That being said, they should not be entirely ignored as they do 
have some absolute value.   
 
Today, the audience for such unloved, often complicated investments has dwindled from small to 
non-existent while the popularity of the handsome kingfishers has exploded.  If the Book of Genesis 
was to be re-written in the context of today’s market, the boat would be crammed entirely with 
kingfishers while the poor hog-nosed rats would be left on shore to face the rising waters.  That is, 
until a couple of heroes came riding in on Dark Horses4!     
 
This is the part of the letter where the bizarre and winding anecdote brings us to the portfolio and 
our collection of hog-noses.  We have the ability – an increasingly unique ability – to look beyond the 
veneer.  If anything, what appeals to the masses drives us away and vice versa.  Our job is to find the 
beauty masked by an unpleasant exterior.  While there are times when the sexiest growth stories can 

                                                 
3 Kudos to the Globe and Mail’s ROB Magazine for a great, fact-based report on the reality of the weed opportunity 
versus the expectations baked into stock prices.  https://www.theglobeandmail.com/business/rob-magazine/article-are-
investors-in-for-a-rough-ride-with-pot-stocks/ (subscription required). 
4 Yes, we just inserted ourselves into the Bible and as heroes, no less.   

https://www.theglobeandmail.com/business/rob-magazine/article-are-investors-in-for-a-rough-ride-with-pot-stocks/
https://www.theglobeandmail.com/business/rob-magazine/article-are-investors-in-for-a-rough-ride-with-pot-stocks/
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be had for fair or better prices, we are certainly not enjoying one of those periods now.  Most 
kingfishers are priced well beyond where their fine looks and melodious chirpings would justify. 
Value lies exclusively amongst a crowd where the beauty is not universally apparent at first glance.   
 
Take for example Caldwell Partners International Inc. (CWL:TSX), a recent addition to the 
portfolio5.  The typical market participant will take a quick look at Caldwell and see a stock price that 
is exactly where it was 10 years ago and a market cap of around $25 million, well below what is 
investable for most larger pools of capital.  Zero stock price momentum and a rinky-dink market 
cap.  Gross!  Both attributes are practically hog-nose equivalents and are typically met with 
immediate revulsion. 
 
With a little digging and analysis, we came to the conclusion that, at its core, there is much to love 
beyond the surface with this investment.  Caldwell’s brand has a long-standing and enduring status 
among the leaders in executive search, especially here in Canada.  In recent years, they have (with 
some success) translated that position into an established presence in the much larger and more 
competitive U.S. market. 
 
While profits have not been astounding, they are consistently existent – more than can be said for 
many of the market’s most prized kingfishers.  The most recently reported third quarter showed an 
impressive uptick in both revenue and operating profit.  Caldwell’s balance sheet is rock solid, 
buttressed by an excess of cash with no material debt.  By using reasonable metrics, the shares were 
acquired at a 50% discount to our estimated private market value, perhaps even cheaper if organic 
growth continues at its current pace. 
 
Assuming we’re right on our valuation call, how then does the stock price ever reflect the true 
intrinsic value?  The Caldwell story is not exactly a new one and most value investors in Canada have 
likely owned or at least considered owning this stock at some point in the last twenty years.  How do 
we turn this longstanding hog-nosed orphan into the sort of pretty bird that will catch the market’s 
fancy? 
 
Our partner, Darcy Morris, has joined the board to help find solutions to this quandary.  Thankfully 
there is much to work with.  As previously mentioned, the company is very well-funded and could 
(at least from a balance sheet point of view) consider acquiring complementary businesses or re-
invest in an effort to accelerate growth.  Growth by acquisition is almost certain to draw the eye of 
Bay Street birders.  Successful (and repeatable) growth by acquisition will hold their eye.  
 
We are confident that the Board of Directors will work diligently, in conjunction with the senior 
partners of Caldwell, to find a better way forward for the company and its shareholders.  All avenues 
will be explored with the understanding that the well-being and productivity of the senior partners is 
crucial to the success of Caldwell as a company and as an investment.   
 
At times, the arrival of a shareholder representative on the board can lead to undue speculation of a 
narrow and cut-throat activist agenda.  That is not the case with our involvement at Caldwell or with 

                                                 
5 Our partner, Darcy Morris, has just been named to Caldwell’s Board of Directors.  As such we will be restricted in 
what we can say about the investment in the future.  
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any of our other engagements.  While a sale of the business is always a possibility, and often the best 
result for all stakeholders, that is never the only considered option.  Executing on a well-articulated 
and rational strategic growth plan, as a standalone public company, can often lead to an even higher 
value than a private sale.  The responsibility of the board at Caldwell, and all public companies, is to 
objectively consider all possibilities and to do so without bias.   
 
We are confident that the future will be a prosperous one for Caldwell and its shareholders.  With all 
the right people working together towards a common goal, this unpopular creature will find its 
wings and fly ever higher. 
 

 
 
Now back to the whole first person/third person comment.  This letter will likely be the last that 
comes from me.  After nearly a decade of co-managing the Dark Horse fund (and two decades of 
mark-to-market stock picking) I will be stepping away from day to day fund management over the 
next few months.  Lee is more than ready to take the helm solo and has been for some time.  We 
will be looking to replace my modest contributions by adding to the Dark Horse team shortly. 
 
This new hire will be in addition to the increased resources the fund gained with the Ewing 
Morris/Broadview merger.  My eventual stepping back was part of the merger equation.  The 
success of this combination and the cohesion of the assembled team has given me confidence that 
the time is now right for me to make this move.  Doing so will free up more time for my two 
passions, being Coach Dad and pursuing crackpot New England Patriots conspiracy theories6.    
 
After I transition away from daily fund management, I will remain a part of Ewing Morris as Vice-
Chairman, equity owner and as an LP in the funds.  I will be around portfolio management as much 
as Lee and the investment team need me, while maintaining an active role managing the firm’s 
overall strategy, risk management and governance.   
 
A couple things I’d like to mention while I have this audience.  Firstly, Lee Matheson is one of the 
most exceptional young portfolio managers operating in the business today, on either side of the 
border.  I saw this potential when I first met him as a 21-year-old savant7.  To be clear, he was the 
savant.  I was a grizzled 26-year-old.  Years later, when I convinced Lee to join me in co-founding 
Broadview and the Dark Horse, I suspected I had gotten in early on someone who would one day 
turn out to be one of Canada’s top value investors.  While many of my long-term predictions turn 
out to be complete nonsense8, this one has been spot on. 
 
Lee’s acumen has shown itself in the success of the fund and, in particular, with a series of very 
successful engagements with specific investments in recent years.  These victories were achieved via 
publicly disclosed efforts, but also through much private and behind the scenes work.  Rest assured, 
if Lee was not Lee, the Dark Horse limited partners would not have enjoyed the results they have.  

                                                 
6 Hint: Illegal helmet signals and Tom Brady’s MAGA hat.  I’ve already said too much…   
7 The big dork was wearing a pork pie hat and trying to order a Campari at the Omaha Radisson.  Talk about hidden 
value. 
8 See exhibits: LOSMAN, JP and EDWARDS, Trent 
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As the market turns from raging and unrelenting bull to something less so, you – our investors – will 
be especially thrilled to have him as a steward of your capital.  
 
Finally, thank you to all who slogged through these wordy missives.  Over the years these letters 
have developed quite a following and I very much appreciate the amount of positive affirmation I’ve 
received from so many of you readers.  One reader – my most diligent and beautiful reader – 
deserves a special note of gratitude, both from me and all you other readers.  My wife Lindsay has 
been my editor from the beginning, having poured hundreds of hours of work into improving my 
rough work.  Without her efforts, these letters would have been even more rambling, less interesting 
and probably a tad more inappropriate.  Thanks Babe.   
 
You’ve allowed me to share my unvarnished opinions and a bunch of obscure references that likely 
only I really get.  Most money managers never get a chance to fully express themselves, talk about 
their kids or reference a rat’s pubic hair.  Thank you for indulging me in all that.  For all of you who 
can’t live without fawning Bills references and Pitbull insults, fear not.  I’m sure to pop back into 
these letters in some form or another.      
 
Thank you all for your support of the Dark Horse through its first decade and through all those that 
will surely follow. 
 
So long for now. 
 
 
(Orchestral version of “The Bills make me want to shout” plays as I exit stage right) 
 
 
Sincerely, 
 
 
 
Anthony         
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About Ewing Morris: 

 
Ewing Morris & Co. Investment Partners Ltd. is a value driven Canadian investment firm established 
in September 2011 by John Ewing and Darcy Morris. Our aim is to achieve preservation and growth 
of capital for our limited partners by focusing on inefficient markets. We do this by relying on 
fundamental analysis, high conviction and the use of flexible capital. We manage equity and credit 
strategies with a focus on North American small-capitalization companies and high yield bonds. We 
manage investments for individuals as well as charitable organizations, institutions and corporations. 

 
CONTACT INFORMATION: 

 
Anthony Hammill, CFA 

(416) 406-4808 or anthonyhammill@ewingmorris.com 
 

Lee Matheson, CFA 
(416) 406-4800 or leematheson@ewingmorris.com 

 
Darcy Morris 

(416) 406-4802 or darcymorris@ewingmorris.com  
 

Ewing Morris & Co. Investment Partners Ltd. 
1407 Yonge St., Suite 500 
Toronto, ON M4T 1Y7 

Canada 
info@ewingmorris.com 

416.640.2791 
 

This letter is not to be construed as an offer, solicitation or recommendation to buy or sell any of the securities herein 
named.  At the time of reading the investments mentioned may no longer be held by the Broadview Dark Horse LP 
(“the Fund”).  This information is intended only for existing investors in the fund, is as of the date indicated, is not 
complete and is subject to change. Performance information is net of applicable fees unless otherwise specifically noted. 
Past performance is no guarantee of future results. Performance results will vary, depending on the series in which one is 
invested.  The information contained herein is unaudited.  It has been supplied by Ewing Morris & Co. Investment 
Partners Ltd. (“Ewing Morris”), the Fund’s Investment Manager and not the Fund’s Administrator who is 
responsible for the final calculation for the actual performance and final month-end Net Asset Values. Every effort 
has been made to ensure that the material contained herein is accurate as of publication. Ewing Morris & Co, makes 
no representations or warranties as to the accuracy or completeness of such information and accepts no responsibility for 
any loss arising from any use of or reliance on the information contained herein.  Ewing Morris & Co. has no 
obligation to update the information at any point in the future.   
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