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We are pleased to report to you the financial results 
of our two hedge funds for the quarter and year 
ended December 31, 2021. 
The Global-Macro Hedge Fund gained 12.8% for the quarter, 
capping the year up 30.1%. The Asset Allocation Fund gained 13%, 
lifting the annual return to 11.8%. 

Having more or less tied with the S&P for 2021 performance, 
investors might wonder whether they are getting any real 
diversification by owning the Global-Macro Hedge Fund. Indeed, 
we kept pace with a raging bull market. However, we did so with 
a completely different set of assets and without any significant net 
exposure to the stock market (not to say that our equity positions 
were “hedged” but rather that we happened to find opportunities 
on both the long and short side). In other words, we did not run 
the same risks that holders of indices do today. This may prove 
especially important moving forward, as the bulk of gains continue 
to concentrate into fewer and larger names, and the macro 
backdrop turns less accommodative to equities in general. 

Happily, most of our investment themes yielded positive results 
for the year, with one big exception: gold, which cost us 13.6%. 
We incurred some other small losses here and there (down 1.9% 
shorting bonds, down 3.8% shorting Tesla) and lost 8.1% in various 
equity index puts and short positions, but those were mostly 
tactical in nature; our major themes performed well. We have the 
emergence of inflation to thank for that. In the last year-end letter, 
we wrote about the growing risk of inflation and the subsequent 
derailing of the liquidity-driven “everything rally” that had defined 
the last several years. 

Inflation, the Achilles’ heel that can spell doom for this tremendous 
bull market, looms ever present on the horizon. Last year we 
fretted about broad money growth, noting some measures rising 
above 8% per annum. Now we see those same measures in 
the high 20% range. It’s not a question of whether inflation will 
accelerate but when.

At the time of writing, CPI was barely tracking above 1%, and our 
views were considered quite fringe. CPI is now approaching 7%, 
and inflation is the dominant theme for markets going into 2022. 

In a nod to our inflation outlook, we entered this year allocating 
heavily to commodities broadly, reasoning that this would be one 
of the first places that inflationary pressures would be felt and that 
commodities would benefit from the same liquidity conditions that 
were propelling traditional assets higher. Gold was our largest 
exposure, and it incurred most of the year’s total loss of 13.6% in 
the first quarter as yields jumped back to pre-pandemic levels and 
took the shine off the metal. Throughout the year, we shifted out 
of gold and into a diversified basket of commodities with more 
concentrated exposures in the energy complex. All together, these 
commodity bets returned 23.4% net of the loss in gold. By year-
end, however, we had moved back into gold alone, which is our 
largest exposure at 94%.  

As inflation became more firmly entrenched, we started to shift our 

strategy to the next stages of the inflation trade, turning towards 
fixed-income markets and adding short positions in long-duration 
bonds to benefit from rising yields. That strategy was misguided, 
as it assumed that the central bank reaction to inflation would be 
quick and effective. Since that was not our conviction, we closed 
those positions for a small loss of 1.9% and found a much better 
alternative, zero-coupon CPI swaps. By acquiring exposure to the 
actual level of CPI (via a somewhat esoteric product, available only 
to large institutional traders), we were able to strip out multiple 
layers of uncertainty – the Fed’s reaction to inflation and the 
market’s anticipation of what the Fed’s reaction would be – and 
focus our exposure on what we saw with greater clarity, that the 
inflationary spiral was well under way and would last longer and 
move higher than the market was anticipating. By virtue of this 
position, one of our most significant exposures at 82%, the fund 
now offers investors unique protection against inflation. Having 
entered the trade late in the year, it contributed a small 0.7% to 2021 
performance, but we expect it to be a major driver of this year’s 
returns. 

The second part of our call was that inflation would cause the Fed 
to tighten (albeit too little too late), which would spell the end of 
the strong equity market. Despite the major indices being at or 
near all-time highs, the deterioration of equities in general would 
be hard to ignore were it not for a handful of the largest companies 
(such as Facebook, Apple, Amazon, and Google) propping up 
the indices. Nowhere is that more pronounced than in the, until 
recently, high-flying technology stocks, which peaked mid-year 
and have since stumbled hard. We wrote in previous letters about 
how these companies, devoid of real profits, shared qualities with 
long-duration bonds and, in an ultra-low interest rate environment, 
could command high valuations based on the hope for high growth 
rates in the future. Of course, when interest rates rise, duration gets 
sold, and so with these stocks we have seen the future value of 
their potential earnings erode with their share price. We have been 
expanding our number of shorts and at year-end had a 33.7% 
short exposure to this group, which earned us 7% for the year. 
We also currently have a 20% short position in the Russell 2000, 
which, lacking the buoyancy that comes with the big names, is 
underperforming the big indices significantly.

Homebuilders, by contrast, finished the year near their highs. 
A decade of underinvestment in new homes will leave demand 
unsatisfied for years to come, and while the prospect of higher 
interest rates may affect affordability at the margin, price increases 
remain as strong as ever, providing a clear economic incentive 
for investors to keep buying homes. We continue to hold a large 
position in these stocks, accounting for 45.7% of NAV, and this past 
year they contributed 19.1% to performance.

Rounding out our major themes of a continuation of elevated 
inflation readings, the re-emergence of gold as an inflation safe 
haven, the upward pressure on home prices (and homebuilder 
profits) from deeply negative real interest rates and pent-up 
demand, and the deterioration of overvalued technology stocks, 
we continue to hold a small portfolio of US cannabis producers 
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and a position in a special purpose acquisition company (SPAC) 
taking a major crypto-operator public. In both cases they share 
characteristics with long-term options, with small overall risk to 
the portfolio and with potential to return multiples of their current 
value. We feel this is a focused approach that should yield strong 
results in 2022. 

The Asset Allocation Fund enjoyed a small gain of 1.6% in 
commodities (net of the loss on gold) but suffered a loss of 5.2% in 
junior gold miners, a position unique to that fund. Housing carried 

the year, returning 17.3%. The portfolio remains largely the same, 
though more heavily weighted towards homebuilders owing to 
their outperformance. We enter 2022 long US homebuilders (46%), 
junior gold miners (16%), and gold (37%). 

The single most important and pressing economic issue for the 
next few years will be inflation. Not the epidemic, not climate, 
not even growth but simply the accelerating rise in prices that 
was put into place by a succession of highly irresponsible and 
ignorant central bankers and blessed by irresponsible, trigger-
happy administration officials. Having been allowed to take root, 
inflation will destroy incomes and savings and decapitalize the 
wealth-producing sectors of the economy. Eventually, inflation will 
force the hand of normally timid central bankers to raise interest 
rates well above the rate of inflation. As the economy comes next 
to a screeching and painful halt, we should take to heart that 
the severity of the depression will be directly proportional to the 
debauchery that preceded it and to the unforgivable delay in taking 
proper measures.

Increasingly, cosmetic measures will be tried in coming months — 
beating up on producers, forms of direct controls, moral suasion, 
exhortations against greed from government officials, export 
controls on energy, and so on. To no avail. Money has been let loose 
and money has to be reined in. And you can’t rein in the growth 
of money unless government stops giving it away and unless you 
rein in bank credit. With excess reserves in the trillions earning 
a miserly 0.25%, banks have an enormous incentive to expand 
credit. In recent months, banks have regained confidence and 
have extended credit at decent rates. Loans are growing and so 
are deposits, and as a result, broad money is growing at better than 
1% per month. We should not be surprised if broad money growth 
speeds up to 1.5% or more per month.

If the Fed understood the problem — a big question mark — they 
could limit the damage by selling back into the market the more 
than eight trillion dollars of securities they bought in recent years. 
This operation would mop up excess reserves and soon enough 
money growth would decelerate. In the process, of course, 
rates would rise; QE (quantitative easing) would give way to QT 
(quantitative tightening, not quantitative tapering, which is just 
another ridiculous invention of sheepish central bankers afraid to 
face the music), financial repression would end, and long rates 
would move towards levels more in keeping with nominal GDP 
growth. Just think how far we have strayed from reality. Nominal 
GDP growth has been running around 13% per annum, while our 
10-year Treasuries have been trading at 1.8%!

Alternatively, and with similar effect, the Fed could first raise 
Fed Funds to the ongoing inflation rate and thereby achieve a 
“neutral rate.” The rate normalization would provide banks with a 
reasonable alternative to extending private loans, thus shutting out 
one of the main sources of money creation. Higher rates would 
have one more salutary effect: they would offer depositors a 
decent return and a decent alternative to consumption. In essence, 
holding money balances would become more desirable, which is 
another way of saying that velocity would decrease. As explained 
in previous letters, velocity changes have an important impact on 
inflation. For more than 30 years, velocity was declining gently, 
offsetting some of the growth in money supply. This pleasant 
phenomenon helped keep inflation under 3% per year during that 
period. In recent months, unattractive real rates have reversed this 
tendency, and it’s probable that velocity has begun to increase. 
And the longer this abnormal interest rate situation lasts, the more 
difficult it will become to persuade economic agents to increase 
money balances.

As it’s been known at least from the sixteenth century, there is 
only one way to achieve practical price stability and that is by 
restraining the rate of growth of money to a pace just slightly above 
the economy’s real rate of growth. We have demonstrated that the 
Fed has two effective avenues to achieve this goal, and both imply 
much higher interest rates. Until this happens — and at this time 
the Fed’s notion of a neutral rate hovers around a ridiculous 2.5% 
— inflation will roar. We are merely in the first inning, if that, of what 
will prove to be a long and painful game.

As intimated nearby, we have chosen to continue betting on 
an accelerating inflation outcome primarily via inflation swaps, 
derivatives that are closely tied to “break-evens” — in effect, the 
difference between nominal Treasury rates and index-linked Treasury 
rates. We continue to hold commodities and have beefed up our gold 
holdings once more. It won’t be long before bullion wakes up from its 
two-year lethargy. And when it does, it too will roar.

Thanking you for your continued trust,

JAIME A. MACRAEALBERT D. FRIEDBERG
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Friedberg Asset Allocation Fund Ltd. 
Friedberg Asset Allocation Fund
The Fund is a multi-strategy fund whose investment objective is to seek significant total 
investment returns, consisting of a combination of interest income, dividend income, 
currency gains and capital appreciation. Allocations are reviewed periodically.
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Sector Performance 
Based on the Friedberg Asset Allocation Fund

 Q4 YTD

EQUITIES 11.66% 12.63%

U.S. Homebuilders 10.03% 17.27%

International Gold Miners 1.64% (5.20%)

Greek Construction 0.00% 0.56%
  
	
COMMODITIES 1.37% 1.55%

Commodity Indices 0.60% 1.81%

Gold (0.31%) (2.91%)

Crude Oil 0.95% 1.50%

Natural Gas (1.17%) (0.49%)

Carbon Credits 1.30% 1.75%

10 Year Notes 0.00% (0.10%)

Capital Allocation of the 
Friedberg Asset Allocation Fund Ltd.

  Current
Investment    Allocation 

EQUITIES  62.60%

U.S. Homebuilders 45.80%
International Gold Miners 16.80%

COMMODITIES  37.21%

Gold 35.41%
Natural Gas 1.80%

CASH / MONEY MARKET   0.19%

  100.00%

  PERFORMANCE1 AS OF DECEMBER 31, 2021

 NAV Quarterly One Year Three Years Five Years Ten Years

Friedberg Asset Allocation Fund Ltd. 1,665.35 12.94% 11.94% 4.16% 2.62% 1.65%

Friedberg Asset Allocation Fund 17.642 12.72% 11.79% 3.67% 2.63% 1.70%

CSFB/Tremont Hedge Fund Index3  N.A.  10.21% 6.85% 5.62% 4.68%
1 Net of fees    2 NAV adjusted to reflect distributions reinvested in the fund   3 Compounded annual rate of return through November 2021 
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	 	Jan		 Feb		 Mar		 Apr		 May		 Jun		 Jul		 Aug		 Sep		 Oct	 Nov		 Dec		 Year

2021	 -1.57	 -2.81	 5.00	 6.74	 4.83	 -6.42	 2.51	 -3.29	 -4.95	 6.09	 0.42	 6.02	 11.94

2020	 -3.85	 -16.37	 -21.36	 15.06	 4.50	 3.51	 11.99	 0.52	 -3.31	 -4.58	 -1.87	 3.01	 -17.38

2019	 2.63	 2.38	 -0.18	 1.19	 4.04	 3.11	 1.03	 -2.03	 -1.29	 5.06	 -1.62	 6.28	 22.19

2018	 3.62	 -6.33	 0.31	 -0.68	 -6.06	 -2.29	 0.24	 -3.36	 -1.34	 -3.33	 0.07	 2.75	 -15.69

2017	 6.57	 2.07	 -0.54	 -1.54	 -1.12	 3.55	 1.31	 1.99	 -0.39	 1.38	 2.60	 2.32	 19.48

2016	 -3.94	 5.15	 3.28	 8.82	 -4.95	 7.51	 4.24	 -3.87	 1.15	 -4.46	 -5.46	 0.90	 7.18	

2015	 3.45	 0.31	 -1.31	 -0.74	 -1.03	 -1.67	 0.74	 -2.21	 -2.67	 3.79	 0.91	 -2.86	 -3.49

2014	 	3.55	 	3.30	 -1.58	 0.25	 0.32	 3.29	 -2.41	 2.93	 -5.79	 -1.39	 2.06	 0.78	 4.94

2013	 	0.91	 	-1.21	 0.89	 1.47	 -5.07	 -7.09	 1.98	 -0.95	 1.22	 1.99	 -0.80	 -2.20	 -8.94

2012	 	5.10	 -0.08	 -2.83	 -0.77	 -3.22	 1.21	 0.40	 0.72	 1.43	 1.24	 2.83	 -1.16	 4.70

2011	 	-4.11	 4.18	 1.11	 5.56	 -1.67	 -1.98	 4.65	 5.15	 -2.86	 3.31	 -1.05	 -1.58	 10.52

2010	 	-0.27	 0.99	 0.56	 3.47	 1.10	 0.99	 -2.23	 3.36	 3.91	 2.57	 -0.06	 0.83	 16.14

2009	 		 	 	 	 	 0.38	 2.62	 0.09	 2.91	 0.53	 7.15	 -3.63	 10.13

Past performance is not indicative of future results.
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Friedberg Global-Macro Hedge Fund Ltd. 
Friedberg Global-Macro Hedge Fund
A multi-strategy fund. Allocations are reviewed periodically.
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  PERFORMANCE1 AS OF DECEMBER 31, 2021

 NAV Quarterly One Year Three Years Five Years Ten Years

Friedberg Global-Macro Hedge Fund Ltd. 2,618.12 12.03% 29.60% -3.15% -2.53% -7.89%

Friedberg Global-Macro Hedge Fund 15.722 12.77% 30.02% -3.05% -1.79% -7.76%

CSFB/Tremont Hedge Fund Index3  N.A. 10.21% 6.85% 5.27% 4.68%
1 Net of fees    2 NAV adjusted to reflect distributions reinvested in the fund   3 Compounded annual rate of return through November 2021 

Sector Performance 
 Based on the Friedberg Global-Macro Hedge Fund

 Q4 YTD

COMMODITIES 3.86% 23.42%

Gold (1.07%) (13.61%)

Silver 0.00% (0.17%)

Crude Oil 3.24% 14.26%

Commodity Indices 2.15% 16.44%

Palladium 0.00% 0.98%

Platinum 0.00% (0.21%)

Coffee 0.00% 0.10%

Carbon Credits 2.56% 3.48%

Natural Gas (3.02%) 2.14%
	
BONDS (1.18%) (1.94%)

Ultrabonds (1.17%) (2.03%)

iShares Preferred & Income Securities (0.01%) (0.00%)

10 Year Notes 0.00% 0.09%
	
EQUITIES 10.53% 13.18%

LONG 
Equity Indices 0.00% (0.27%)

U.S. Homebuilders 10.41% 19.11%

Amazon Inc. 0.00% 0.46%

Electric Vehicles 0.00% 1.28%

SPACs (0.98%) (1.05%)

Cannabis Producers & Distributors (1.44%) (1.41%) 

SHORT 
Equity Indicies (3.13%) (8.08%)

Latin America E-Commerce 0.00% (0.34%)

iShares MSCI China ETF 0.34% 0.32%

Tesla Inc. (0.19%) (3.82%)

Technology Basket 5.51% 6.98%
	
INFLATION SWAPS 0.66% 0.66%

US CPI Swaps 0.66% 0.66%

	 	Jan		 Feb		 Mar		 Apr		 May		 Jun		 Jul		 Aug		 Sep		 Oct	 Nov		 Dec		 Year

2021	 0.56	 7.91	 4.43	 7.41	 9.42	 -8.65	 3.45	 -9.85	 1.95	 -0.33	 0.29	 12.09	 29.60

2020	 -8.55	 -19.41	 -34.68	 26.35	 6.78	 4.88	 30.59	 4.78	 -10.18	 -9.35	 8.90	 7.70	 -10.99

2019	 -10.24	 -7.93	 1.86	 -1.68	 4.57	 -6.40	 -4.54	 6.83	 -2.08	 -3.45	 -3.89	 4.91	 -21.26

2018	 4.82	 -18.57	 4.07	 -3.39	 -13.97	 -5.66	 0.28	 -7.53	 0.32	 7.40	 -4.06	 6.31	 -29.03

2017	 0.23	 3.14	 -0.44	 -1.76	 1.05	 1.22	 -2.39	 2.14	 -0.77	 10.58	 15.85	 4.13	 36.47

2016	 4.54	 9.86	 -9.79	 0.72	 -3.39	 1.30	 3.67	 -6.83	 -1.93	 -10.13	 -3.70	 0.49	 -15.94

2015	 4.75	 -1.16	 2.73	 -14.00	 3.14	 0.08	 11.12	 6.69	 -0.21	 0.16	 5.70	 -2.68	 15.09

2014	 17.06	 0.30	 -17.58	 -3.84	 -3.35	 1.27	 -12.07	 5.19	 -4.38	 -1.53	 7.09	 1.60	 -13.70

2013	 7.65	 -3.74	 3.04	 -1.90	 -5.62	 -13.17	 -14.23	 -1.28	 -11.27	 -4.80	 4.84	 1.87	 -34.43

2012	 -15.04	 -5.20	 1.64	 8.84	 11.22	 -2.12	 -0.69	 1.00	 0.84	 0.70	 -2.43	 -5.29	 -8.72

2011	 -10.28	 7.67	 -0.71	 9.53		 -5.06	 -3.23	 15.96	 16.22	 18.69	 -21.76		 11.47	 4.60	 40.86

2010	 2.99	 0.36	 -7.34	 3.76	 13.22	 4.75	 -13.76	 6.95	 9.11	 1.69	 -1.61	 -6.16	 11.36

2009	 -5.85	 -3.88	 3.65	 -7.15		 14.97		 -7.85		 9.47		 1.97	 	5.02	 	-2.21		 9.56		 -3.34	 12.02

2008	 7.18	 9.57	 -1.04	 -6.48	 4.51	 8.58	 -0.24	 -6.85	 4.18	 -5.96	 5.85	 19.06	 41.52

2007	 -1.01	 1.07	 -3.44	 -1.28	 -0.80	 1.57	 10.06	 2.80	 -1.33	 5.89	 7.91	 3.00	 26.27

2006	 1.88	 1.06	 -1.81	 2.07	 -0.75	 1.27	 2.04	 -0.09	 -0.56	 3.10	 2.43	 0.54	 11.64

2005	 1.04	 0.84	 -1.13	 1.31	 1.06	 2.47	 0.08	 0.95	 2.75	 -1.38	 2.56	 2.20	 13.41

2004	 4.03	 3.44	 1.36	 -7.84	 -0.39	 0.27	 1.02	 1.90	 1.45	 1.67	 2.76	 3.24	 13.09

2003	 3.11	 3.06	 -4.58	 -1.15	 9.26	 -3.77	 -8.04	 2.91	 5.49	 1.69	 1.49	 1.10	 9.76

2002	 -1.46	 2.04	 -2.22	 4.41	 5.41	 6.16	 -2.42	 4.45	 2.80	 -6.70	 0.32	 7.56	 21.17

2001	 	 	 	 	 	 	 	 	 	 	 0.00	 -0.40	 -0.40

Past performance is not indicative of future results.
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14.14%

72.76%

19.87%

14.64%

3.3
6%

13.96%

48.18%

32.37%

21.48%

2.2
3%

15.74%

28.18%

   AS OF SEPTEMBER 30, 2021

Percentages of Total Assets 
Percentages of Total Net Assets

u  Commodities (Long)  48.18%  
Total Net Exposure: 134.03%

u  Equities: Miscellaneous,  
Index Futures (Short)  19.87% 
Total Net Exposure: 55.27%

u  Equities: US Homebuilders (Long)   14.64% 
Total Net Exposure: 40.71%

u  Fix Income (Short)   13.96% 
Total Net Exposure: 38.83%

u  Equities: Cannabis Producers & Distributors,  
and Miscellaneous (Long)   3.36% 
Total Net Exposure: 9.34% 
 
Total Assets to Net Assets: 278.18%

   AS OF DECEMBER 31, 2021

Percentages of Total Assets 
Percentages of Total Net Assets

u  Gold (Long)  32.37%  
Total Net Exposure: 93.85% 

u  US CPI Swap (Long)  28.18%  
Total Net Exposure: 81.71%

u  Equities: Miscellaneous,  
Index Futures (Short)  21.48% 
Total Net Exposure: 62.29%

u  Equities: US Homebuilders (Long)  15.74% 
Total Net Exposure: 45.63%

u  Equities: Cannabis Producers & Distributors,  
and Miscellaneous (Long)  2.23% 
Total Net Exposure: 6.47% 
 
Total Assets to Net Assets: 289.94%
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Fund Inception Inception Liquidation Liquidation Size of Fund Annual % 
 Date NAV Date NAV at Liquidation Rate of Return

Friedberg 
Diversified Fund 13-Sep-96 10.00 31-Oct-06 48.43 $4,642,228 16.90% 

Friedberg Global 
Opportunities Fund Ltd. 

13-May-97 1000.00 28-Feb-05 501.89 $5,700,000 -8.46%

Friedberg Equity 
Hedge Fund L.P.

 15-Feb-98 10.00 31-Oct-06 22.12 $6,784,836 9.50%

Friedberg International 
Securities Fund

 31-Mar-98 10.00 30-Nov-05 11.49 $4,500,000 1.83%

Friedberg 
Futures Fund

 8-May-98 10.00 31-Oct-06 19.59 $1,126,409 8.10%

Friedberg Global-Macro 
Hedge Fund L.P.

 31-May-02 10.00 31-Oct-06 19.00 $30,691,202 15.64%

Friedberg Equity 
Hedge Fund Ltd.

 16-Oct-96 1000.00 30-Apr-07 2951.78 $31,540,284 10.81%

Friedberg Currency 
Fund II Ltd. 

6-Mar-97 1000.00 30-Jun-08 1019.23 $35,599,879 0.17%

Friedberg Total Return 
Fixed Income Fund Ltd.

 2-Oct-96 1000.00 31-Jul-09 2155.93 $94,686,020 6.17%

First Mercantile 
Currency Fund

 7-Sep-85 10.00 30-Dec-09 8.29 $848,443 N.A.

Friedberg Foreign 
Bond Fund

 19-Aug-96 10.00 30-Jul-10 9.84 $13,336,465 6.91%

Friedberg Total Return 
Fixed Income Fund L.P.

 19-Feb-97 100.00 28-Dec-11 325.47 $11,776,462 8.27%

Friedberg 
Forex L.P.

 13-Jun-91 10.00 28-Dec-11 11.78 $2,558,382 2.66%        

Friedberg 
Currency Fund

 3-Jan-95 10.00 30-June-13 8.41 $1,932,936 -0.93%        

220 Bay Street, Suite 600, Toronto, Ontario M5J 2W4  •  TEL 416-364-2700  •  FAX 416-364-0572  •  funds@friedberg.ca

www.friedberg.ca
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