
In January, the Fund returned 4.8%, as compared 

to the TSX Venture index and TSX Total Return index, which returned 
5.3% and (0.3%) respectively.   

 

Our patience with a couple of legacy positions has recently paid off as  
these two positions experienced triple digit returns during the month of 
January.   

 

We have made several new investments in recent weeks which have 
also experienced substantial gains in the short period of time since our 
purchase. In one situation, our investment has appreciated by more than 
1,000% within the four month hold period.  Canadian private placement 
rules require investors to hold the shares for four months before they can 
be sold.  Despite these strong short term gains, we anticipate further 
appreciation of this investment in 2021. 

 

The value of our warrant positions have grown to 15% of the portfolio 
from only 3% one year ago.  We have received these at no cost as part 
of private placements and they are valued conservatively.  There is no 
value attributed to a warrant position if the underlying shares are not 
freely tradeable.  Otherwise, they are valued at intrinsic value.  In recent 
weeks, we have monetized some of our warrant positions which were 
significantly in-the-money. 
 

Current sector allocations are as follows: 15% technology, 25% life 
sciences, 17% consumer, 14% precious metals, 14% metals, 15% 
warrants and 0% shorts. 
 
 

        

Strong performance has continued into 2021 as both the S&P 

and TSX rallied to new all-time highs.  The TSXV also performed well, once 
again surpassing the returns of the major large cap indices.  As noted in 
previous commentaries, we anticipated this, as January and February are 
historically strong performing months for the TSXV. 

 

January will be remembered as the month the Reddit crowd took on Wall 
Street. There have been many dislocations of capital in recent weeks.  The 
bellwether for this in the U.S. was Gamestop shares which went up by nearly 
2,500% during the month of January before retracing the majority of the gains.  
Some of this silliness spilled over to Canada with several companies such as 
Blackberry experiencing similar price action albeit to a far lesser degree.  This 
has demonstrated how dislocations are possible over the short term, taking 
both individual stocks or the market to unrealistic levels on both the upside and 
the downside.  Over the past decade, Canadian small caps have experienced 
this dislocation primarily to the downside with only brief periods of strength.   
 

Although the TSXV index remains nearly 70% below its all-time high while the 
large cap indices have been hitting new highs, we are reminded of the adage 
relating the stock market to a pendulum swinging too far in each direction. We 
believe upside euphoria in Canadian small cap equities is long overdue.  In 
fact, it has already started in some sectors where small caps have experienced 
stellar gains in a short period of time. We have been rewarded in owning some 
of these companies.  The Fund remains positioned strongly to continue 
capitalizing on these small cap opportunities offering compelling reward 
vs risk.    

 

Regards,   

 

Steve Palmer, CFA 
President and CIO 

 
PROVEN LONG TERM PERFORMANCE:   

• Management team has a 22 year track record of generating 
industry leading returns (20% annualized) compared to 0% for 
the BMO Small Cap/TSXV**

DIVERSIFICATION THROUGH SMALL CAP:   

• AlphaNorth Partners Fund is well diversified across the 
resource, technology and life sciences sectors 

• One of the best performing asset classes over the long term 
which compliments any investment portfolio and greatly 
enhances wealth accumulation  

 

UNIQUE ASPECTS:   

• Management owns a significant portion of fund assets  

• All performance fees are reinvested into the fund  
 

LEVERAGE WITH WARRANTS: 

• Participate in numerous private placements to accumulate 
warrants for upside leverage  
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Founded in 2007, AlphaNorth Asset Management’s goal is to achieve superior long term returns for investors.  Our value added approach combines the 
successful track record and investment experience of Steven Palmer and Joey Javier who have worked together as a team since 1998 managing small cap 
portfolios.  AlphaNorth manages the AlphaNorth Partners Fund, a long biased small cap focused hedge fund.  

 
 

Prior to founding AlphaNorth, Steve and Joey managed an award winning small cap equity fund at one of the largest investment firms in North America for 9 
years that had an annualized return of 35.8% over their term significantly beating all relevant benchmarks. Founding AlphaNorth Asset Management in 2007, 
Steve and Joey launched the AlphaNorth Partner Fund which is a two-time winner for best 3 year return at the Canadian Hedge Fund Awards.  The  Fund 
recently won 2nd place for best one year return at the 2020 Canadian Hedge Fund Awards.  Steve Palmer is President and CIO and a Chartered Financial 
Analyst (CFA).  Joey is the trader and is a Chartered Investment Manager (CIM). 

The AlphaNorth Partners Fund Inc. (the “Fund”) is a long-biased, small cap hedge fund which focuses primarily on Canadian companies.  The Fund’s 
investment objective is to maximize returns over the long term through superior selection of principally Canadian securities.  AlphaNorth believes that superior 
long term investment returns are achievable by exploiting inefficiencies in the Canadian small cap universe through careful security selection on both a long 
and short basis.  Fundamental analysis of companies is used in combination with technical analysis techniques, which has proven to be successful, to assist in 
the timing of buy/sell decisions.  The firm combines both a bottom-up and top-down strategy in the selection of investments offering the best risk/reward 
characteristics.   


