
 
 

January 26, 2022 

 
 

Dear Partner: 

 

The Greenlight Capital funds (the “Partnerships”) returned 11.9%%1 in 2021 compared to 

28.7% for the S&P 500 index. Since its inception in May 1996, Greenlight Capital, L.P. 

has returned 1,882.6% cumulatively or 12.3% annualized, both net of fees and expenses. 

Greenlight’s investors have earned $4.7 billion, net of fees and expenses, since inception. 

 

In the fourth quarter, the Partnerships returned 18.6%. Almost all of the return was in the 

long book. However, shorts and macro were also profitable. In light of the S&P 500 rising 

11.0% in the fourth quarter, the Partnerships had a good result all around. 

 

The macro environment has continued to be favorable for us, but it now feels like the 

tailwinds are picking up speed. 

 

At the end of November, Federal Reserve Chairman Jerome Powell announced that the 

word “transitory” should be retired from the inflation discussion, and as a result, the market 

was forced to change its belief that current price increases will be short-lived. We believe 

the better adjective is “embedded.” The Fed has begun to express a more hawkish stance. 

It seems to acknowledge that it is behind the curve, as annual inflation at 7% is far above 

its long-term target of 2%. 

 

But, even so, it acts gingerly. When asked about continuing to print money (buy bonds) in 

the face of an inflation problem, Chairman Powell expressed concern about tapering that 

“markets can be sensitive to it.” In other words, the Fed wants to fight the inflation 

problem… without disrupting markets. Does Chairman Powell think that inflation will go 

away, simply by noticing it? 

 

Of course, the whole game is about supporting the market. That is what the market has 

been conditioned for, and thus what most investors have come to expect. This Fed does not 

take away the punch bowl when the party gets wild. Instead, it talks about taking it away, 

only to return with even more punch when the first partier asks for his overcoat. This is 

why many are expressing concern now that the Fed may commit a grave policy error by 

tightening into inflation that may be decelerating. According to some, even a single 

tightening would be an error. 

 

We believe that the inflation problem is so embedded that, to successfully fight it the Fed 

would have to sacrifice the primacy of the financial markets. What we don’t know is 

whether the Fed will tolerate inflation by remaining consistently behind the curve, or let 
 

 

1 Source: Greenlight Capital. Please refer to information contained in the disclosures at the end of the letter. 
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financial conditions tighten to the point where the economy slows and – perhaps more 

importantly – the Fed is blamed for the slowdown. 

 

The truth is the economy and the labor market, in particular, are overheating. Commodity 

markets are getting ever tighter. While the politicians expressed concern over $80 oil and 

$6 corn, both of these critical feedstocks might go substantially higher. It seems unlikely 

that just stopping the money printing, and gradually raising interest rates with an eye on 

keeping the stock market propped up, will bring inflation back below 2%. In fact, one of 

the drivers of the labor shortage is the paper gains of young speculators, who would prefer 

to “trade from home” than take a job. It might take a serious bear market to get them to 

revisit that thinking. 

 

It all reminds us of the theme from the Netflix movie Don’t Look Up. Our leaders are just 

not serious when it comes to addressing genuine problems. Have a big event to celebrate 

facing the challenge? Sure. Make hard decisions – that come with real costs – to actually 

meet the challenge? Not so much. 

 

Inflation won’t destroy the planet like a comet. However, the poor of the world are at risk 

of freezing and starving from central bank easy monetary policies combined with global 

ESG initiatives. In several places this is creating political unrest. 

 

Eventually, we believe inflation will cause a recession, regardless of what the Fed chooses 

to do. The higher prices of necessities will ultimately cause low-income consumers to cut 

back on other things. There are signs this is already happening. 

 

We have begun to position for that scenario. 

 

The Partnerships had five significant winners during the quarter: 

 

Brighthouse Financial (BHF) gained 15% as the shares appreciated from $45.23 to $51.80 

each. The company reported another strong quarter and accelerated its pace of share 

buybacks. For the year, BHF advanced 43%. Due mostly to strong investment 

performance, adjusted earnings per share are expected to be $18.52 in 2021, compared to 

expectations a year ago of $11.45. We expect BHF to announce that it has repurchased 

about 12% of its shares during 2021. The analysts continue to be unimpressed, as the lone 

bull on the stock downgraded his rating, and BHF now has 8 ‘hold’ ratings and 2 ‘sell’ 

ratings. BHF itself is the main buyer of its own shares; we expect the company to retire 

another double-digit percentage of the float in 2022. 

 

Green Brick Partners (GRBK) advanced 48% from $20.52 to $30.33 per share. There were 

no significant developments in the quarter. Perhaps the market decided that $30 was more 

appropriate compared to $20, given GRBK is expected to earn $3.65 per share in 2021 (up 

62% year-over-year) and $4.28 in 2022. Though the shares advanced 32% for the year, the 

P/E multiple shrank as earnings grew faster than the share price. 
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We made a material gain in Rivian (RIVN) as a result of its IPO. We met RIVN’s sponsors 

in 2018 as part of our continued work on electric vehicles, and were favorably impressed 

by their technology and discipline. In mid-2020, we made a small investment at a $10 

billion valuation. In November, RIVN went public at a $70 billion valuation and traded to 

a peak valuation of $162 billion. We hedged in the options market to lock in a minimum 

valuation of about $120 billion for a good chunk of our position. While we are believers in 

the company, we did not have material exposure at year end. 

 

A basket of bubble stock shorts contributed during the quarter. We have often remarked 

that twice a silly stock price is not twice as silly. Conversely, half a silly stock price is not 

Deep Value. In fact, given the magnitude of the bubble, these stocks still appear silly to us 

even at half the price… or less. We have thought the bubble peaked before, but in hindsight 

it really seems that the top came last February. To the extent that current bubble stock 

holders have to get replaced by a new set of investors who perform real financial analysis, 

these stocks could easily get cut in half, again… and fall further from there. 

 

Teck Resources (TECK) advanced 16% from $24.91 to $28.82 per share during the quarter 

and 59% for the year. Our primary investment thesis revolves around TECK’s copper 

assets, including a new mine that is scheduled to begin production in the second half of 

2022. However, TECK’s bigger current business is mining metallurgical coal. Met coal 

prices started climbing in the middle of 2021 and really took off later in the year. The result 

is that 2021 EPS expectations, which began the year at $1.67, rose to $3.49 at the end of 

September and sat at $4.50 at year end. Next year’s estimate is now $5.52, which we 

believe is likely to be exceeded by a good amount. Further, it appears that TECK’s 

management is evaluating the possibility of splitting the met coal business from the “green 

metals” business, which would likely unlock substantial shareholder value as certain 

investors are sensitive to exposure to coal. At around 5x expected earnings – with the new 

mine coming online and a possible split-off – we believe this is an exciting opportunity 

heading into 2022. 

 

The Partnerships had three significant detractors in the fourth quarter: 

 

Danimer Scientific (DNMR) fell from $16.54 to $8.52. The primary driver was its 

inexplicable mismanagement of the capital situation. When the company went public 

through a merger with a SPAC in late 2020, investors were led to believe that DNMR’s 

plan to bring online a large new plant in late 2023 was fully funded. Subsequently, the 

company doubled the size of the planned plant and did a large cash acquisition of an 

adjacent product. Investors were told that the company intended to finance the higher 

construction costs with debt through government-sponsored programs or project finance. 

During the fourth quarter, that turned out to be… not true. Suddenly, the company decided 

it needed to raise money. A convertible bond was hastily issued on terms that were 

unattractive to the company. Rather than complain about the dilution, we invested in the 

convert and sold most of our common. This way, we moved up a level in the capital 

structure, will collect a coupon, and given the favorable terms, will participate in most of 

the upside, should it develop. 
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On that note, we double checked our due diligence and spoke with a number of DNMR’s 

customers. We continue to believe that there will be enormous demand for its 

biodegradable plastic. 

 

The other two material detractors were an equity index hedge and an undisclosed short 

position. 

 

We added to or initiated several long positions during the quarter: 

 

We established a new large long position in Global Payments (GPN). GPN offers payment 

technology and software solutions to enable small and midsize merchants to accept 

electronic payments in various forms, both at physical locations and online. GPN also 

offers ancillary services such as payroll, time & attendance, inventory management, and 

industry vertical specific software (e.g. for restaurants or dentists). 

 

GPN benefits from ongoing consumer preference shifts to electronic payments, which 

drove double-digit annual top line growth from 2012 through 2019. GPN benefits from 

inflation since it generally charges a percentage of merchant dollar volume. It earns 40% 

sustainable operating margins from taking small fees on billions of transactions from a 

diversified customer base. We rarely find such a high-quality business at a valuation that 

we find attractive. GPN regularly traded well above a market multiple through early 2021. 

 

However, the stock dropped 46% between April and December as investors became 

worried about fintech disruption. We think the market is overstating the threat, and believe 

that it is more likely that a disrupter will buy GPN for its scale, salesforce and relationships, 

than it is to outcompete GPN. We acquired our position at an average price of $126.67 or 

13x consensus expected 2022 EPS. GPN ended the year at $135.18 per share. 

 

A lot has changed at the company formerly known as Michael Kors Holdings since we 

exited our investment in 2016. Back then, the company operated its single namesake brand 

and we sold our shares after management had successfully executed a business turnaround 

and deployed excess cash into share repurchases. Since then, the rebranded Capri Holdings 

(CPRI) acquired the Versace and Jimmy Choo brands and the company has been 

transitioning into a full-scale luxury platform. 

 

Since CPRI bought Versace, it transitioned the brand into to a full-fledged assortment of 

new products and more accessible styles. Meanwhile, CPRI has rightsized the footprint at 

Michael Kors as it cut nearly 30% of its wholesale business and over 10% of its North 

American retail locations. With these changes, Michael Kors is no longer over-distributed 

and is enjoying some pricing power. 

 

We believe there is substantial upside to the shares, as the market re-rates the company as 

a diversified luxury brand owner. In the meantime, CPRI will generate about 10% of its 

current market capitalization in cash this year. CPRI has recently announced a share 

repurchase program which equates to 11% of the float. We started acquiring our shares in 
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February and added to our holding in May and December, making it a medium-sized 

position. Our average entry price was $55.86. CPRI shares ended the year at $64.91. 

 

Galapagos NV (Netherlands: GLPG) is a biotechnology company that engages in the 

identification and development of small molecule medicines. GLPG shares dropped 48% 

during the first 11 months of 2021 after a string of late-stage drug trial disappointments, 

taking its valuation significantly below the company’s net cash position. We began 

building our position in the fourth quarter at an average cost of €47 per share. The company 

has €73 per share net cash, the drug Jyseleca (approved to treat inflammatory disorders in 

the European Union and Japan), and a pipeline of other early-stage drugs. Stripping out the 

cash pile, we believe Jyseleca and the pipeline combined are worth a lot more than their 

implied negative €2 billion valuation. GLPG shares ended the year at €49.22. 

 

ODP Corporation (ODP) is a holding company that operates retail brands including Office 

Depot and OfficeMax, and provides business services and products through a B2B 

distribution platform. ODP is undergoing a corporate transformation that we expect will 

conclude over the next year, resulting in the separation of its retail and business solutions 

divisions. ODP has a strong cash position and an undemanding valuation and is in the 

process of buying back 20% of its shares by the middle of 2022. 

As the company is being broken up, we believe that a sum-of-the-parts analysis is 

appropriate. In June, Staples offered $1 billion in cash for ODP’s retail division, so we will 

use that. The remaining B2B business has better prospects and we believe that it deserves 

a higher multiple. We see $200 million of 2022 pro-forma EBITDA for this segment and 

by assigning a 7x multiple we arrive at $1.4 billion for this piece. Adding in $400 million 

of net cash and our estimate of $219 million of current value for its recently announced 

sale of CompuCom Systems (a technology support and services unit), brings us to just over 

$3 billion of total value. Using the last reported share count, this equates to about $55 per 

share. 
 

 

  Sum of the Parts  

 2022 PF  Value Value/ 

EBITDA Multiple (in $M) Share 

ODP Consumer ("Retail") 193 5.2x 1,000 $18 

ODP B2B ("RemainCo") 200 7.0x 1,400 $25 

CompuCom Consideration (est.)   219 $4 

Net Cash at 3Q21   400 $7 

Sum of the Parts Value   $3,019 $55 

Varis Valuation   ?  

 
 

Not included in our valuation is Varis. ODP has assembled a world-class team to create 

this nascent digital commerce SaaS and procurement business. We believe Varis is 

promising and offers ODP shareholders a potentially valuable option. We first acquired 

ODP shares in February and established a medium-sized position throughout the year at an 

average price per share of $43.69. ODP shares ended the year at $39.28. 
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We initiated a position in Rheinmetall AG (Germany: RHM), a producer of land-based 

military vehicles and automotive components, after RHM shares sold off over concerns 

that the German elections might result in lower German defense spending and that the 

semiconductor shortage may temporarily reduce demand for RHM’s automotive 

components. However, we believe that the replacement cycle for NATO and its allies with 

respect to land-based military vehicles – many of which already have decades in service – 

will likely drive 8%-10% annual growth of both revenues and operating profits for RHM’s 

Defense segment in the coming years. The Defense segment contributes approximately 

75% to RHM’s operating profit. We acquired our shares at an average price of €82.49 or 

9x the 2022 consensus EPS estimate. RHM ended the year at €83.06. 

 

We exited a few positions, as well. 

 

After seven years, we exited AerCap Holdings. It was mostly a successful investment that 

was interrupted by the panic in air travel caused by COVID. When the dust settled, we 

made a 9% compounded return, with above-average angst. 

 

We wrote about Countryside Properties last quarter. We changed our mind. We had 

expected a positive outlook from the November Capital Markets Day, as we anticipated 

the company would outline the positive effects of winding down its homebuilder and 

investing in its residential partnership division. At the event, management presented a 

much more challenging outlook, so we exited with a small loss. 

 

We invested in fuboTV prior to its public listing in 2020. The shares initially did very well 

and we trimmed a number of times into the strength. Eventually the share price weakened, 

but fortunately at that time our ownership was small. Though the third quarter result met 

certain expectations, it missed on others. In our after-the-quarter call with the CEO, we 

asked why he believed the stock fell. He responded, “We need new shareholders.” We 

obliged and sold our remaining shares. All told our investment had an excellent 

compounded return. 

 

We have a couple of personnel announcements. 

 

Bruce Gutkin will be retiring at the end of the month. Bruce recently celebrated his 18th 

anniversary with Greenlight, having joined in January 2004 as our Head Trader, but he has 

been part of the Greenlight team since the day we started. We first got to know Bruce 

during his time at Sanford Bernstein and then at Stuart Frankel. Beyond his trading 

responsibilities, Bruce has been a quiet leader and a trusted advisor. While it is bittersweet 

for us to make this announcement, we wish him a fond farewell! 

 

We are excited to announce the promotion of John Charecky to Head Trader. After joining 

the firm in 2004 as Controller, John joined Bruce on the trading desk in 2007 at the dawn 

of the financial crisis. He moved his family to London in 2008 to help oversee the opening 

of our U.K. office. Upon his return to the U.S., he continued to excel in his role and was 

named Partner in 2016. Congratulations, John! 
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At quarter-end, the largest disclosed long positions in the Partnerships were Brighthouse 

Financial, Change Healthcare, Global Payments, Green Brick Partners and Teck 

Resources. The Partnerships had an average exposure of 127% long and 71% short. 

 
 

“Inflation is like toothpaste. Once it’s out, you can hardly get it back in again.” 

 

– Karl Otto Pöhl 

 

 

Best Regards, 
 

Greenlight Capital, Inc 
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The information contained herein reflects the opinions, estimates and projections of Greenlight Capital, Inc. and its 

affiliates (collectively “Greenlight”) as of the date of publication, which are subject to change without notice at any 

time subsequent to the date of issue. Greenlight does not represent that any opinion, estimate or projection will be 

realized. All information provided is for informational purposes only and should not be deemed as investment advice 

or a recommendation to purchase or sell any specific security. Greenlight has an economic interest in the price 

movement of the securities discussed in this letter, but Greenlight’s economic interest is subject to change without 

notice. While the information presented herein is believed to be reliable, no representation or warranty is made 

concerning the accuracy of any data presented. 

 

GREENLIGHT® and GREENLIGHT CAPITAL, INC. with the star logo are registered trademarks of Greenlight 

Capital, Inc. or affiliated companies in the United States, European Union and other countries worldwide. All other 

trade names, trademarks and service marks herein are the property of their respective owners who retain all proprietary 

rights over their use. This communication is confidential and may not be reproduced without prior written permission 

from Greenlight. 

 

Unless otherwise noted, performance returns reflect the weighted average total returns, net of fees and expenses, for 

a “New Issue Eligible” investor invested since inception in Greenlight Capital, L.P., Greenlight Capital Offshore 

Qualified, Ltd., and the dollar interests of Greenlight Capital Investors, LP and Greenlight Capital Offshore Investors, 

Ltd. (collectively, the “Partnerships”). For the composite returns, each Partnership’s returns are net of the modified 

high water mark incentive allocation of 10%. 

 
All figures are unaudited. Greenlight does not undertake to update any information contained herein as a result of 

audit adjustments or other corrections. Past performance is not indicative of future results. An investor’s actual returns 

may differ from the returns presented due to several factors, including the timing of each investor’s capital activity 

and the applicable incentive allocation rate, which may be 10% or 20% depending on whether such investor is below 

such investor’s modified high water mark. Each investor will receive individual statements showing returns from the 

administrator. Reference to an index does not imply that the Partnerships will achieve returns, volatility or other results 

similar to the index. The total returns for the index do not reflect the deduction of any fees or expenses which would 

reduce returns. 

 

All exposure information is calculated on a delta-adjusted basis and excludes “macro” positions, which may include, 

but are not limited to, government debt, currencies, commodities, credit default swaps, interest rate swaps, volatility 

indexes, credit indexes and derivatives on any of these instruments. However, equity indexes and derivatives on such 

instruments are included in long/short exposure. The largest disclosed long positions represent individual issuers to 

which the Partnerships have the highest exposure. Greenlight, in its discretion, may exclude from this list any position 

that has not been disclosed but would otherwise be included, and instead include the Partnerships’ next largest position. 

All weightings, exposure, attribution and performance contribution information is inclusive of positions held both 

directly and indirectly through the master funds, reflects the weighted average of such figures for investments by 

Greenlight Capital, L.P., Greenlight Capital Offshore Qualified, Ltd., Greenlight Capital Investors, LP, and Greenlight 

Capital Offshore Investors, Ltd. (excluding any gold backing), and are the result of classifications and assumptions 

made in the sole judgment of Greenlight. All exposure calculations include the impact of month-end redemptions and 

subscriptions as of the first day of the following month. 

 

The fund terms, performance returns, and portfolio characteristics reflected in this document are not indicative of 

future returns or portfolio characteristics and do not modify the terms of the funds as detailed in each fund’s 

confidential offering memorandum. 

 

Positions reflected in this letter do not represent all the positions held, purchased or sold, and in the aggregate, the 

information may represent a small percentage of activity. The information presented is intended to provide insight 

into the noteworthy events, in the sole opinion of Greenlight, affecting the Partnerships. 

 

THESE MATERIALS SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER 

TO BUY ANY INTERESTS IN ANY FUND MANAGED BY GREENLIGHT OR ANY OF ITS AFFILIATES. SUCH 

AN OFFER TO SELL OR SOLICITATION OF AN OFFER TO BUY INTERESTS MAY ONLY BE MADE 

PURSUANT TO DEFINITIVE SUBSCRIPTION DOCUMENTS BETWEEN A FUND AND AN INVESTOR. 


