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January Review 

The fund returned 14.36% in January vs the S&P 500 ETF return of 0.40%, in sterling terms. 

It has been a great start to the year for the Fund, and while there have been many attributes 

that have contributed to performance, the key one has been our holding in GameStop. This 

company has gone from total obscurity to front page headlines in a month, but despite the 

notoriety around this stock that has built up so quickly, there was a very interesting 

turnaround story here and this is why we invested in the first place. 

We first bought the stock in late December and added to the position in early January at a 

price of $18.44. The bull case was as follows: 1) a recovery in the underlying business 2) a 

new board and management team 3), a decade-old bear case, 4) extreme short position in 

the stock. The bear case on GameStop was that the business was in terminal decline. As a 

seller of physical video games, its business would wither on the vine as customers 

increasingly downloaded games digitally. And this has indeed been happening since 2013, 

approximately 50% of all games are now downloaded, and the stock had been in a 

protracted bear market since that time.  

So, what changed? The new console cycle was the kickstart of it, but crucially both these 

brand new consoles have disk drives; highlighting the fact that customers still want games in 

disc format, clearly refuting the idea that all games were going to digital download. 

 

  

 

Secondly, a brand new management team and board had been put together led by activist 

shareholder Ryan Cohan, who has an excellent track record and is the founder of Chewy, an 

online pet food business with a market cap of over $42bn. He bought 13% of the shares 

showing strong commitment to the business, and the new team he hired is a who’s who of 

retail expertise. 

 

PS5 & Xbox Series X  

Source: Hedgeye LLC 2021 
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Finally, the short interest was at a level I’d never seen before in my career. According to 

Bloomberg, 144% of the free float was sold short. How is this possible? Short sellers who 

have borrowed stock lend it on to other short sellers and this gets counted twice. An 

anomaly for sure, but one that made the risk reward set up very attractive and showed very 

complacent bearish positioning. Not much had to go right for the stock to work and it soon 

started to move higher and it quickly became the largest holding in the fund. As the stock 

went higher we started to trim our position, and did this several times, as our investment 

process dictates. When it became clear that the stock was in the hands of the speculators 

we exited the stock, as it was trading with no regard to the fundamentals. We sold the stock 

in mid January at an average price of $90.83, about 5x the original investment.  

Finding turnarounds is a key part of our investment process and we are on the look out for 

new ideas particularly now, because of where we are in the cycle. The US is in a post-

recession recovery, and this is very fertile ground for finding stocks like GameStop. There 

are many businessses that have survived Covid, have restructured their cost base and still 

have the recovery in front of them, and we have added several of these to the portfolio. 

Other contributors to performance included our cyclical holdings, particualrly Energy and 

Industrials. Diamond Back Energy was up 17% in the month and Deere and Generac also 

performed well in the Industrials. Our continued zero weight to mega cap tech stocks also 

helped as most of these stocks did not react positively to what were very good quarterly 

earnings. 

 

Market Outlook 

The word ‘unprecedented’ had its time in the sun in 2020, at least that was the hope. But 

2021 has already brought its own version of never-seen-before events and the army of retail 

investors and traders using online chatrooms to buy heavily shorted stocks is one such 

example. The phenomenon is of course made possible by, amongst other things, the Federal 

Reserve and the free money that is sloshing around the system at the moment. With all 

that’s going on in markets today, is the current move sustainable?  

We always come back to the cycle for direction on the probable path ahead for markets. As 

mentioned above, we are in a post-recession recovery phase and this bodes very well for 

equities and we would remind investors that epic short squeezes, by definition, occur at the 

beginning of bull markets rather than at the end. 
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Disclaimer 

 

WARNING: All information about the VT Tyndall North American Fund(‘The Fund’) is available in The Fund’s prospectus and Key Investor Information Document 

which are available free of charge (in English) from Valu-Trac Investment Management Limited (www.valu-trac.com). Any investment in the fund should be 

made on the basis of the terms governing the fund and not on the basis of any information provided herein. 

The information in this Report is presented using all reasonable skill, care and diligence and has been obtained from or is based on third party sources believed 

to be reliable but is not guaranteed as to its accuracy, completeness or timeliness, nor is it a complete statement or summary of any securities, markets or 

developments referred to. The information within this Report should not be regarded by recipients as a substitute for the exercise of their own judgement. 

The information in this Report has no regard to the specific investment objectives, financial situation or particular needs of any specific recipient and is 

published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. In 

the absence of detailed information about you, your circumstances or your investment portfolio, the information does not in any way constitute investment 

advice. If you have any doubt about any of the information presented, please consult your stockbroker, accountant, bank manager or other independent 

financial advisor. 

Value of investments can fall as well as rise and you may not get back the amount you have invested. Income from an investment may fluctuate in money terms. 

If the investment involves exposure to a currency other than that in which acquisitions of the investments are invited, changes in the rates of exchange may 

cause the value of the investment to go up or down. Past performance is not necessarily a guide to future performance.  

Any opinions expressed in this Report are subject to change without notice and Tyndall Investment Management is not under any obligation to update or keep 

current the information contained herein. Sources for all tables and graphs herein are Valu-Trac Investment Management Limited unless otherwise indicated. 

The information provided is "as is" without any express or implied warranty of any kind including warranties of merchantability, non-infringement of intellectual 

property, or fitness for any purpose. Because some jurisdictions prohibit the exclusion or limitation of liability for consequential or incidental damages, the 

above limitation may not apply to you. 

Users are therefore warned not to rely exclusively on the comments or conclusions within the Report but to carry out their own due diligence before making 

their own decisions. 

Employees of Tyndall Investment Management, or individuals connected to them, may have or have had interests of long or short positions in, and may at any 

time make purchases and/or sales as principal or agent in, the relevant securities or related financial instruments discussed in this Report.  

© 2021 Tyndall Investment Management.  

Tyndall Investment Management is a trading name of Odd Asset Management. Authorised and regulated by the Financial Conduct Authority (UK), registration 

number 660915. This status can be checked with the FCA on 0845 730 0104 or on the FCA website (UK). All rights reserved. No part of this Report may be 

reproduced or distributed in any manner without the written permission of Tyndall Investment Management. 

Investment Manager: 5-8 The Sanctuary, London, SW1P 3JP. 
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