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this year’s protests? Up until recently, the knock against the younger generation was that they had no attention span. They 
could get indignant about something, but before long their attention went back to video games, Netflix, social media, and other 
versions of modern-day equivalents of Roman bread and circuses. This seems to be changing. Certainly, the recent photos 
from Prague, Chile and Hong Kong suggest that protests are, once again, big and global.  
 

“What a field-day for the heat  
A thousand people in the street  

Singing songs and carrying signs  
Mostly say, hooray for our side” 

 

-FWIW 
  

 

“What a field-day for the heat  
A thousand people in the street  

Singing songs and carrying signs  
Mostly say, hooray for our side 

It's time we stop, hey, what's that sound  
Everybody look what's going down” 

 

                                    -FWIW 
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As we wrap up part one of Once Upon a Time on Wall Street, let’s segue back to Once Upon a Time in Hollywood. Similar to 
this commentary, Tarantino takes us back to the sixties. It is a tale of happy times, but of changing times. Step by step he 
builds our anxiety, preparing us for bad things to come. And because it’s Tarantino, and because we know about Sharon Tate, 
we know to anticipate the worst.  A gruesome worst at that. Following, is an excerpt from a movie review that was published 
July 25 by Matthew Singer: 
 

Everyone knows that on the night of August 8, 1969, three brainwashed hippies broke into the house of director 
Roman Polanski and his pregnant wife, actress Sharon Tate, massacred five people, and in the process drove one 
final knife through the heart of the Sixties and the utopian idealism it promised but never delivered. 
 
What Quentin Tarantino's new movie presupposes is: What if something different happened?” 

 
Was the anticipated ending not forthcoming because Tarantino is a master of nonlinear storytelling or because we now live in 
the age of ‘false-truth’, of ‘alternative facts’, of ‘unicorns’, and of ‘happy endings’? Expecting gruesome, we got comedy, 
amusement, even hope for the future. Hmmm. Take a bunch of bad sh*t, build up to the gruesome ending that we all know 
is coming, and then magically slap a happy ending on it.  If that doesn’t capture the current mood in Washington and 
especially on Wall Street, I don’t know what does. Now we have to admit that the contemporary era is kind of fun, but, we 
strongly believe that von Mises knew what he was talking about with the aforementioned thesis, “there is no means of avoiding 
the final collapse of a boom brought about by credit expansion.”   
 

 

https://www.wweek.com/author/singerm
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It should be clear that the current global follies, fiscal and monetary, must end badly. But it should also be understood that 
challenge and opportunity walk side by side.  Part two of this letter examines the half-full part of the proverbial glass.  While 
on the surface the seventies were a lost decade on Wall Street, significant returns were garnered by those with their 
eyes open.  Let’s return to the past for more guidance. 
 

“Paranoia strikes deep 
Into your life it will creep 

It starts when you're always afraid 
You step out of line, the man come and take you away 

We better stop, hey, what's that sound 
Everybody look what's going down” 

 

             -FWIW 
 
 
There are many, many things that investors ought to be very worried about. Yet, the market is rife with opportunities as well. 
The current situation, while extreme, is not something new under the sun. Central banks have caused bubbles for eons.  
Rather than go into it here, readers can enjoy reading about past bubbles: John Law and the Mississippi Scheme in 
“Millionaire,” by Janet Gleeson; “The Lords of Finance,” by Liaquat Ahamed, about the ‘Roaring Twenties’ bubble, and more; 
“The Bubble Economy,” by Christopher Wood, about the Japanese bubble; and any of the many books and articles about the 
1972 Nifty Fifty stocks and the 1999 TMT mania. “Bull”, by Maggie Mahar looks at the causes of bubbles from many different 
angles. Central banks try to help, things get way better, then the bubble pops and things get way worse. “Extraordinary Popular 
Delusions and the Madness of Crowds”, by Charles Mackay, written in the nineteenth century, is as relevant as ever. “Devil 
Take the Hindmost”, by Edward Chancellor, also looks at various bouts of speculation. The bankers make the same mistakes 
over and over, and the investing crowd falls for it over and over.  The biggest winners during a speculative bout tend to be the 
biggest losers during the inevitable crash. The ‘ugly ducklings’ during the ‘good times’ often blossom as previous over-inflation 
rolls from financial assets into real assets. Let’s head back to the past once again to see what opportunities availed themselves 
during other very challenging times.    
 

“There's something happening here  
What it is ain't exactly clear” 

 

-FWIW 
 
 
Let’s start with a commercial from the 70’s that was a big hit for Natural Light beer. The character says, “you can call me Ray, 
or you can call me Jay, or Johnny, but you doesn’t have to call me Johnson.” Re-watching it, it didn’t age well, but it did bring 
to mind the recent re-implementation of Quantitative Easing (QE) in the U.S.  Which has returned with great fanfare along with 
a lot of advisements that “you ‘doesn’t have to call it QE.” You can call it ‘repo rescue’ or whatever else you like, but don’t ever 
call it QE. The monetary system is failing. While logic and history both argued that an exit from QE wasn’t possible, the Fed 
assured everyone that they had a strategy and over the past several years they attempted to exit. They failed miserably. 
Following several years of attempted tightening, in December of 2018 the credit markets started to fail, and the stock market 
hit an air pocket.  It wasn’t a surprise to many that the world’s central bankers reneged on their promise to exit the post GFC 
quantitative easing strategies (in fact promising a return to money printing). That is when Secretary Mnuchin infamously called 
upon the Plunge Protection team. Since that time, the NASDAQ has rallied 31% from the December 24th bottom. More recently, 
despite the NASDAQ being up 20%, year-to-date, the Fed has resumed printing money. First, they responded to problems in 
the repo market and this month they officially announced $60 billion of monthly T-bill monetization. While the future is 
unknowable, given the Fed’s colossal failure, inquiring minds certainly will be interested in knowing how investments performed 
the last time the currency system failed; when Nixon had to renege on the underpinnings of the Bretton Woods monetary 
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system and the obligation of the U.S. to allow conversion of dollars into gold at a ratio of $35 per ounce. This default, years in 
the making, occurred five years after Mr. Stills penned his anthem of the age. Subsequent to Mr. Nixon’s closing of the gold 
window, stocks rallied, hit an air pocket, and then rallied 31% from November to the market peak 13 months later. A painful, 
decade-long, stagflationary bear market followed for stocks and bonds. If the current environment of fiscal lack of discipline, 
monetary accommodation, currency system breakdown, societal divide, political discord, global strife, long bull market, and 
historic valuation extremes, rhymes with the era that Buffalo Springfield sang about, it makes sense to look at which investment 
types proved successful back then.   
 

“And there's no tellin' who 
That it's namin' 

For the loser now 
Will be later to win 

For the times they are a-changin'” 
 

-Bob Dylan 
 
Fortunately, there were many good investment options! Forgive us, but there really isn’t a better place to start than with gold, 
as nothing compares during trying times. We will get to other assets shortly. During the fallout that inevitably followed the 
turbulent 60’s, gold rallied admirably, as the chart below illustrates. Gold rallied while popular stock indices got crushed, falling 
hard despite rising earnings. Investors back then remembered that price matters.  Bonds did worse than stock indices and 
faced a long, grueling bear market that took ten-year rates from a couple percent to sixteen percent.   
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Gold, (as shown on the chart above) was obviously a premier investment vehicle at the time. It rose from $35 to $835, which 
represented almost a 24-fold increase over the decade of the 70’s, equating to an average of 37% per annum. Even better 
returns awaited those who ventured into gold mining stocks. Below is the chart for Homestake Mining, the bellwether gold 
miner for decades.  
  

 
 
Two more points are worth making before moving on from gold. Some may protest that the seventies were an inflationary 
time, and thus not worthy of comparison to the modern, “disinflationary” world. While we believe that this is a misconception, 
the point is deserving of analysis. Let’s take a look at the deflationary 1930’s. Gold rose over seventy percent as FDR reset 
the price of gold to $35/ounce. More importantly, look at the performance of the gold mining shares during this time, depicted 
on the chart below.  Notice the DJIA lost almost three-quarters of its value over this timeframe.  
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Secondly, some may challenge the premise that we’re witnessing the failure of the currency system. That sounds too dire to 
many. But upon reflection, it’s actually not dire at all. One could make a case that a currency system failure is merely 
business as usual. The U.S. dollar has lost 90% of its value over my lifetime (per CPI; in actuality – closer to 98%), and 
things have generally gone very well for the world, and particularly for the U.S. over this period.  But, even during good times, 
it seems that Voltaire was correct, “paper money eventually returns to its intrinsic value – zero.” This is not a dire prediction at 
all. Governments inevitably succumb to the temptation to devalue their currencies, yet economies continue to function. 
Currency failure is by no means Armageddon, but it is imperative that investors, savers, and citizens understand the 
implications. Jim Grant (Grant’s Interest Rate Observer) points out the math associated with the Fed’s stated goal of 2% 
inflation per year. Prices will go up five times over an average person’s lifetime! An eighty percent loss of purchasing power! 
So, perhaps system failure can be viewed as the central banker’s ultimate goal. Rather than being feared, it should be 
planned for, or at least factored into one’s thought process. A final word, if what we are witnessing is the system unbroken, it 
in no way diminishes the point, nor the investment implications. 
 

“If you don’t own Gold, you know neither history nor economics.”— Ray Dalio, May 2018 
 

Druckenmiller, May 2016 - from the Sohn Investment Conference stage in New York. Gold “…remains our largest currency.” 
 

In early 2017, Einhorn mentioned on an earnings call that he was: “…keeping gold as a top position” 
 

“Gold and commodities broadly should benefit this year.” – Jeffrey Gundlach, January 2019 
 
Moving on. The price of oil went nowhere for decades. But, with the growth of the population and the growth of the money 
supply, take a look at what happened in the stagflationary 70’s!   
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Source: Macrotrends.  “Interactive charts of West Texas Intermediate (WTI or NYMEX) crude oil prices per barrel back to 1946. The price 
of oil shown is adjusted for inflation using the headline CPI and is shown by default on a logarithmic scale.” 
 
As the chart highlights, it went up six-fold, adjusted for CPI. It was a great time to own oil and to own those companies that 
provided services to the oil companies. Check the chart for Schlumberger, as it soared to become the largest market cap on 
the planet.    
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And here again, oil wasn’t a bad place to be invested in during the deflationary 1930’s. 
 
 

 
To accommodate those who would love to move beyond commodities, let’s move on.  We have written before about how John 
Templeton (whom we admire) invested during the stagflationary period of the 1970’s. He put a significant portion of his portfolio 
in Japan. As the chart testifies, this decision served him well.  
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Japan was an obvious place to invest since it was growing, and its stocks were shockingly cheap. Yet, very few people took 
advantage of the opportunity. It was foreign.  And, as we pointed out several years ago, it was the ‘Russia’ of that era. It had 
been at war with the West. It had ‘lost’ the war. It was known for its corruption, mafia, shoddy goods, nationalist tendencies, 
suspect financial system, and was continually villainized in the media. Sound familiar?   
 
Conclusion 
 
We see abundant opportunity in this market, but it isn’t in the popular indices. There we see much more risk than upside.  It is 
sometimes lucrative, but always risky to pay dear prices for stocks. High prices represent high confidence in the future. While 
the future invariably turns out fine, and no one should bet against it, it seldom meets exuberant expectations; money is 
customarily lost.  While it is always risky to buy things that are priced for perfection, the late 60’s/early 70’s were a particularly 
unfortunate time to do so. It was a time when Wall Street saw only good things while Main Street saw turmoil and change. Mr. 
Stills captured the era perfectly with FWIW, but one could have chosen any number of songs from any number of music 
groups. The times, they (were) a changin’ (Dylan was a step ahead, writing this anthem of change in 1964). 
 

“Come writers and critics 
Who prophesize with your pen 

And keep your eyes wide 
The chance won't come again 

And don't speak too soon 
For the wheel's still in spin” 

 

-Bob Dylan 
 
Fast forward to the year 2019, and Wall Street has high optimism for the future. Investors believe that central bankers have 
their back. They believe that there is a figurative put on the stock market. Many seem to believe it is a literal put on the stock 
market.  Implicitly, the world’s capitalists are wholeheartedly behind a centrally planned economy. The “central banks will never 
allow the market to fall, and neither will Donald Trump” is the mantra of the day. Investors are paying a high price for this 
confidence. At the extreme, they are accepting negative rates of interest. That’s right, they are buying bonds that are 
guaranteed to lose money over the life of the bond, presumably on the hope that a greater fool will come along later and pay 
them an even more ridiculous price. Yet, in addition to songs, anyone paying attention to the movies coming out of Hollywood 
(and everywhere else) can get a sense of the unrest out there. Change is likely at hand. And anyone watching the political 
debates knows that politicians are calling for extreme change, perhaps greater than anything we’ve seen in decades.  It seems 
an odd time to be paying aggressive prices for stocks. Bonds remain unfathomable.    
 

“If your time to you is worth savin' 
And you better start swimmin' 

Or you'll sink like a stone 
For the times they are a-changin'” 

 

-Bob Dylan 
 
We miss free capital capitalism and hope that it returns post the breakdown of the centrally planned experiment. We are 
grateful that the current experimentations have created unprecedented levels of mal-investment and concurrent 
bifurcation of values. This is precisely what active managers seek in order to thrive.   
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Source: Bell Potter 

 
We are thankful that we have history as a guide to help substantiate the investments that logic suggests will perform best over 
the coming decade. We believe Kopernik’s current portfolios are very attractively priced and offer tremendous optionality, 
whether the future brings on harsh times or a Hollywood ending. And that is our view, For What It is Worth. 
 
Cheers, 
 
David B. Iben 
CIO, Kopernik Global Investors 
October 2019  
  



 
   

Kopernik Global Investors, LLC | 16 
 

 
 

 
 
 
 

Longest period without a recession 
Longest period without a bear market 

Highest valuations for stocks ever 
Highest valuations for bonds ever 

Highest debt levels ever 
Negative interest rates ($17 trillion) 

CLOs are very popular 
Low doc loans are the norm 

Bond ratings are much lower than the past 
New deals are starting to drop on issue or be pulled 

Public issuance of unprofitable business exceeds 1999 
Student loans exceed $1.6 trillion and 20% are in arrears 

Car loans exceed $1.1 trillion 
Possibility of impeachment PROCESS 

Brexit 
Syria 

Rising nationalism 
Tariffs and trade barriers 

Transfer of jobs from humans to machines 
Mistrust of capitalism 

Rising support for socialism 
 

The future should be fine, but has the market priced in any of the above?   
 

Some may protest that, even if some of these issues are worth worrying about, the world’s central banks stand ready to create 
whatever level of inflation is necessary to ensure that stocks go up in nominal terms. Certainly, the central banks have done 
everything they can to embolden such beliefs. How effective they are, which stocks benefit, and how this works for 
bondholders, are to be determined. This will be the topic of our next Investment Commentary; coming your way soon. 
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Important Information and Disclosures 
 

The information presented herein is confidential and proprietary to Kopernik Global Investors, LLC.  This material is not to be reproduced in 
whole or in part or used for any purpose except as authorized by Kopernik Global Investors, LLC.  This material is for informational purposes 
only and should not be regarded as a recommendation or an offer to buy or sell any product or service to which this information may relate. 
 
This letter may contain forward-looking statements. Use of words such was "believe", "intend", "expect", anticipate", "project", "estimate", 
"predict", "is confident", "has confidence" and similar expressions are intended to identify forward-looking statements. Forward-looking 
statements are not historical facts and are based on current observations, beliefs, assumptions, expectations, estimates, and projections.  
Forward-looking statements are not guarantees of future performance and are subject to risks, uncertainties and other factors, some of 
which are beyond our control and are difficult to predict. As a result, actual results could differ materially from those expressed, implied or 
forecasted in the forward-looking statements.  
 
Please consider all risks carefully before investing. Investments in a Kopernik Fund are subject to certain risks such as market, investment 
style, interest rate, deflation, and liquidity risk. Investments in small and mid-capitalization companies also involve greater risk and portfolio 
price volatility than investments in larger capitalization stocks. Investing in non-U.S. markets, including emerging and frontier markets, 
involves certain additional risks, including potential currency fluctuations and controls, restrictions on foreign investments, less governmental 
supervision and regulation, less liquidity, less disclosure, and the potential for market volatility, expropriation, confiscatory taxation, and 
social, economic and political instability.  Investments in energy and natural resources companies are especially affected by developments 
in the commodities markets, the supply of and demand for specific resources, raw materials, products and services, the price of oil and gas, 
exploration and production spending, government regulation, economic conditions, international political developments, energy conservation 
efforts and the success of exploration projects. 
 
Investing involves risk, including possible loss of principal. There can be no assurance that a fund will achieve its stated objectives. Equity 
funds are subject generally to market, market sector, market liquidity, issuer, and investment style risks, among other factors, to varying 
degrees, all of which are more fully described in the fund’s prospectus. Investments in foreign securities may underperform and may be 
more volatile than comparable U.S. securities because of the risks involving foreign economies and markets, foreign political systems, 
foreign regulatory standards, foreign currencies and taxes. Investments in foreign and emerging markets present additional risks, such as 
increased volatility and lower trading volume. 
 
The holdings discussed in this piece should not be considered recommendations to purchase or sell a particular security. It should not be 
assumed that securities bought or sold in the future will be profitable or will equal the performance of the securities in this portfolio. Current 
and future portfolio holdings are subject to risk. 
 
To determine if a Fund is an appropriate investment for you, carefully consider the Fund’s investment objectives, risk factors, 
charges and expenses before investing. This and other information can be found in the Fund offering materials, which may be 
obtained by contacting your investment professional or calling Kopernik Fund at 1-855-887-4KGI (4544). Read the offering materials 
carefully before investing or sending money. Check with your investment professional to determine if a Fund is available for sale 
within their firm. Not all funds are available for sale at all firms.  
 
 
 
 
 
 
 
 
 
 


