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 April 10, 2019  
Black Bear Value Partners LP Q1 2019 Letter 

 “The art of prophecy is very difficult, especially with respect to the future.” 
-Mark Twain 

To My Partners and Friends:  

• Black Bear Value Fund, LP (the “Fund”) returned +0.1% in the 1st quarter of 2019. 
• The S&P 500 returned +13.7% in the quarter.   
• The HFRI index returned +6.5% in the quarter.   
• We do not seek to mimic the returns of the S&P 500 and there will be variances in our performance.  

 
Our credit shorts negatively impacted our performance in the first quarter as credit instruments rallied.  In the 
year-end letter I advised caution in extrapolating our 2018 performance as this is a long-term game.  The bond 
market decided to make my point for me and we’re breaking even thru Q1.  Long-term investing takes time 
and requires patience. 

Each investors’ return will vary depending on the timing of the investment.  I would caution those reading that 
our portfolio is shown at a point in time and can change for a variety of reasons.  

Performance Summary 

 
(1) Performance figures represent actual performance from inception. 
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Top 5 Businesses We Own (Alphabetical) 

These positions comprise ~64% of the portfolio at quarter-end. 

Alaska Airlines  

We have discussed Alaska in previous letters. Our recent piece from Value Investor Insight and letters can be 
found on our website: www.blackbearfund.com 

Alaska is broadly comprised of 2 businesses: a transportation/seat-distribution business which has cyclicality 
and a sticky cash flowing credit-card business with limited cyclicality. Large amounts of cash are generated by 
the airlines selling miles to banks irrespective of airline capacity or ticket prices.  

Recently, Delta and American Express extended their credit-card deal at terms that were very favorable to the 
airline. This theme will likely repeat with other airlines and eventually the increased and sticky-flow will 
become more apparent to the investor community. 

AutoNation 

AutoNation has been a top 5 holding for us in past years.  Our AutoNation presentation is on the website. 

Much of the sell-side and investor focus is on the new car business. Selling new cars has long been a lower-
margin business and gets more attention than is deserved.  Car dealerships have resilience with car buyers 
migrating to used vehicles (higher-margin).  Historically, the new car customers received more of the focus 
both on the sale and the subsequent warranty and service work.  AutoNation has been building out their used 
car and private label parts businesses allowing them to be more price-competitive for the cost-conscious used 
car owner. Over the coming years, the business should generate meaningful cashflow from the used business 
as well as the parts/service segment (both for new and used cars). 

Berkshire Hathaway 

Berkshire Hathaway returns to the top 5.  We have owned it continuously since the inception of our 
Partnership in varying sizes.  The combination of a fortress balance sheet, a relatively cheap equity portfolio 
and healthy/growing operating businesses with sustainable moats allows me to sleep at night.  Berkshire has 
recently been buying back their stock and has allocated capital in a thoughtful manner since inception.  If we 
encounter any periods of distress in the marketplace, Berkshire is able to capitalize.   

Jefferies  

Jefferies is an investment bank and merchant bank AKA the former Leucadia.   

The business is valued cheaply with thoughtful and talented capital allocators at the top buying back tons of 
stock at a significant discount to its intrinsic value. Absent a major shift in the company’s performance, the 
value will be realized, and we will own an increasing amount of the company.  There are “hidden” assets 
within the merchant bank that are undervalued on the balance sheet due to GAAP accounting.  Economic 
accounting would result in a far higher value on the balance sheet. 

To be fair, the investment banking business is tough. It’s competitive, people-intensive, and somewhat 
dependent on the health of the economy.  The price we are paying for the bank and the underlying assets 
provides a margin of safety.   

http://www.blackbearfund.com/
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Media-Content Basket 

I am deviating a bit from past letters and discussing an investment theme instead of a specific name.  
Individually, none of our media investments would make the top 5, but collectively they do. Given the 
overlapping nature of some of these companies it made more sense to include and as an LP I would want to be 
made aware. If you are an LP and desire to know the names, please reach out and I am happy to share.  

Media-content companies (companies that produce the shows/events we watch on screens) have been out of 
favor.  There is fear about cord-cutting, millennial apathy, increased penetration of Netflix, the destruction of 
the cable bundle and an increasing amount of direct-to-consumer video delivery.  These fears are fair but are 
more than reflected in the stock prices which trade anywhere from 10-15% free-cash-flow yields.  Our 
businesses produce unique content that has advertising value, consumer loyalty, and an engaged customer.  
Methods of media consumption will inevitably change over time. What will remain the same is a need for 
content to attract the consumers.  The industry is ripe for consolidation and M&A (“mergers and acquisitions”) 
Who buys who and when?  I’m not sure. We will clip meaningful cashflows from the businesses while we 
wait.   

Shorts 

We remain short credit in large size in the Fund.  I have discussed the thesis at length in previous letters. Please 
check out our past letters and/or presentations as our feelings have not changed. 

While the Fed has put rates on hold, corporate lenders typically charge a premium to lend to companies. If the 
Fed is concerned about the economy, I would presume the spread being charged to companies should widen as 
their fears of potential default rise. So far that presumption has been wrong and resulted in mark-to-market 
losses in our portfolio.   

Bonds sold off in rapid fashion in December on very little fundamental news.  They have subsequently broken 
records in their Q1 rally, also on little fundamental news.  Investor emotions can be powerful in the short run.      

Cash 

We had approximately 11% of our assets in cash/T-bills (ignoring the cash we get from our shorts). We do not 
target a cash balance.   

General partnership business 

K-1’s and the 2018 audit were completed by mid-March.  If you did not receive them, please reach out.  

Thank you for your trust and support. For those attending the Berkshire Hathaway annual meeting please say 
hi if you see us.  

 

Black Bear Value Partners, LP 
786-605-3019/646-821-1854 
Adam@BlackBearFund.Com 
www.blackbearfund.com 

mailto:Adam@BlackBearFund.Com
http://www.blackbearfund.com/
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THIS DOCUMENT IS NOT AN OFFER OR THE SOLICITATION OF AN OFFER TO BUY 
INTERESTS IN BLACK BEAR VALUE PARTNERS, LP (THE “FUND”).  AN OFFERING OF 
INTERESTS WILL BE MADE ONLY BY MEANS OF THE FUND’S CONFIDENTIAL PRIVATE 
OFFERING MEMORANDUM (THE “MEMORANDUM”) AND ONLY TO SOPHISTICATED 
INVESTORS IN JURISDICTIONS WHERE PERMITTED BY LAW.  

This document is confidential and for sole use of the recipient.  It is intended for information purposes only 
and should be used only by sophisticated investors who are knowledgeable of the risks involved.  No portion 
of this material may be reproduced, copied, distributed, modified or made available to others without 
express written consent of Black Bear Value Partners, LP (“Black Bear”).  This material is not meant as a 
general guide to investing, or as a source of any specific investment recommendation, and makes no implied 
or express recommendations concerning the matter in which any accounts should or would be handled.  

The returns listed in this letter reflect the unaudited and estimated returns for the Fund for the 
periods stated herein and are net of fees and expenses.  Black Bear currently pays certain fund 
expenses, but may, at any time, in its sole discretion, charge such expenses to the Fund in the future. 

Please note that net returns presented reflect the returns of the Fund assuming an investor “since 
inception”, with no subsequent capital contributions or withdrawals.  You should understand that 
these returns are not necessarily reflective of your net returns in the Fund, and you should follow-up 
with Black Bear if you have any questions about the returns presented herein. 

An investment in the Fund is speculative and involves a high degree of risk.  Black Bear is a newly formed 
entity with limited operating history and employs certain trading techniques, such as short selling and the 
use of leverage, which may increase the risk of investment loss.  As a result, the Fund’s performance may 
be volatile, and an investor could lose all or a substantial amount of his or her investment.  There can be no 
assurances that the Fund will have a return on invested capital similar to the returns of other accounts 
managed by Adam Schwartz due to differences in investment policies, economic conditions, regulatory 
climate, portfolio size, leverage and expenses.  Past performance is not a guarantee of, and is not 
necessarily indicative of, future results.  The Fund’s investment program involves substantial risk, 
including the loss of principal, and no assurance can be given that the Fund’s investment objectives will be 
achieved.  

The Fund will also have substantial limitations on investors’ ability to withdraw or transfer their interests 
therein, and no secondary market for the Fund’s interests exists or is expected to develop.  Finally, the 
Fund’s fees and expenses may offset trading profits.  All of these risks, and other important risks, are 
described in detail in the Fund’s Memorandum.  Prospective investors are strongly urged to review the 
Memorandum carefully and consult with their own financial, legal and tax advisers before investing.  

This presentation contains certain forward looking statements.  Such statements are subject to a number of 
assumptions, risks and uncertainties which may cause actual results, performance or achievements to be 
materially different from future results, performance or achievements expressed or implied by these 
forward-looking statements and projections.  Prospective investors are cautioned not to invest based on 
these forward-looking statements. 

 


