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VALUE INVESTOR | GLOBAL DEEP VALUE INVESTING

Peter Cundill Took
Graham's Margin
of Safety Around

the World ’ —

Peter Cundill's career turned
Graham-style deep value into a global

The Canadian value investor built the Cundill Value Fund by discipline built on patience,
buying what others abandoned, then proved that patience, balance-sheet rigor, and the willingness

accounting discipline, and a willingness to look abroad could

to buy where others would not look.

turn deep value into a durable global craft.
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In brief

Peter Cundill made a Canadian mutual fund into one of the defining global deep-value records of the late twentieth
century. His method was rooted in Benjamin Graham, but his advantage came from applying balance-sheet rigor to

neglected markets, distressed situations, and unpopular securities across the world. His career also shows the costs
of the method: long periods of discomfort, value traps, capacity problems, and the constant risk that cheap assets stay
cheap for good reason.

Cundill transformed a small, failing Canadian fund into a global deep-value franchise by applying Benjamin
Graham's margin-of-safety discipline beyond North America.

His record is striking but uneven: the Cundill Value Fund Series A compounded at 13.2% net of fees from its
December 1974 inception to February 2009, while later Mackenzie data showed a 13.0% since-inception
annualized return through 2014.

His process was built on balance-sheet analysis, liquidation value, out-of-favour securities, global travel, patience,
and a preference for assets priced far below conservative estimates of intrinsic value.

The method carried recurring hazards, including value traps, country risk, currency effects, capacity limits, client
fatigue, and painful years such as 2008.

Cundill's continuing relevance lies less in a simple screen for cheap stocks than in his temperament: skepticism
toward forecasts, respect for downside analysis, and the refusal to confuse market disgust with permanent
impairment.

Performance markers

Long-run Cundill Value Fund 13.2% compound annual return over 35 years
return The Peter Cundill Foundation attributes this long-term compound record
to the fund after Cundill transformed the All Canadian Fund into the
Cundill Value Fund.
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Assets associated with
Cundill's firm

Series A since-inception result
to February 2009

Series A since-inception result
to December 2014

Positive calendar years in first
40 years

2008 calendar-year drawdown

Ivy Cundill Global Value Fund
2002 relative result
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From $7 million to just under $20 billion

The foundation states that assets managed by Peter Cundill and
Associates rose from $7 million to just under $20 billion during the
development of the Cundill value franchise.

13.2% net of fees versus 10.8% for MSCI World in Canadian dollars
Mackenzie figures cited by Investment Executive reported this
comparison from the December 31, 1974 inception date through
February 28, 2009.

13.0% versus 10.9% for MSCI World Total Return in Canadian dollars
Mackenzie's mountain chart reported these annualized returns from
December 1974 to December 31, 2014.

34 out of 40 years
Mackenzie's 2014 mountain chart stated that Cundill Value Fund Series
A created wealth in 34 of its first 40 calendar years.

-25.1%
The 2008 return on Mackenzie's annual-return chart shows the
vulnerability of deep value during the global financial crisis.

-12.17% without sales charge versus -19.89% for MSCI World
The SEC-filed 2002 annual report showed the fund lost money but
outperformed its benchmark during a difficult global equity year.

Charts and timelines
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Risk

Value traps

Country and currency risk

Capacity pressure

Client patience

Active-management odds

Philosophy

Margin of safety

Balance-sheet primacy

Global bargain hunting

Portfolio upgrading

Capacity discipline

Cheap can become permanently
impaired

Global bargains add
non-company risks

Large asset bases can dilute
opportunity quality

Long discomfort can outlast
investor tolerance

Most active funds struggle to
sustain benchmark
outperformance

Buy far below conservatively
estimated value

Start with assets, liabilities, and
liquidation value

Search beyond domestic
comfort zones

Sell fair value, buy better
discounts

Protect existing investors when
bargains are scarce

Timeline

Born in Montreal

McGill commerce degree

Professional credentials

Graham conversion

Cundill Value Fund origins

Mackenzie acquisition

History prize

Chairman emeritus

Performance

Series A annualized return
Growth of $10,000

Series A since inception
Positive calendar years

Global crisis year

The flight that rewired a career

On a December evening in 1973, Peter Cundill boarded a flight from Toronto to Vancouver in a state that did not

sharemaestro.com

Francis Peter Cundill is born in
Montreal, Canada.

Graduates from McGill
University with a Bachelor of
Commerce degree.

Qualifies as a Chartered
Accountant in 1963 and a
Chartered Financial Analyst in
1968.

Encounters Graham-style
margin-of-safety investing
through Super Money and
Security Analysis.

Acquires control of the All
Canadian Fund, later renamed

the Cundill Value Fund.

Mackenzie agrees to acquire the
Cundill Group.

Establishes the Cundill
International Prize in History at

McGill.

Becomes chairman emeritus of
Mackenzie Cundill.

13.2% net of fees
$680,945

13.0%

34 of 40 years

-25.1%

suggest the start of an investment legend. He was 35, tired, frustrated, and carrying George Goodman's Super Money,
a book handed to him almost casually before he left the office. By the time the plane crossed Canada, the chapter on
Benjamin Graham, Warren Buffett, and the margin of safety had struck him with the force of professional revelation.

Cundill had already been around markets long enough to distrust formulas that promised too much. He had worked in

finance, passed demanding professional exams, read balance sheets closely, and seen how stock prices could be
separated from economic reality. What the Graham approach supplied was not excitement. It supplied order. A

security was not cheap because it looked optically low on a popular ratio. It was cheap when its market price sat well
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below a sober estimate of realizable value.

The story matters because it captured the tension that defined Cundill's career. He was romantic about adventure,
travel, books, history, and physical risk, but his investment work was built on the unromantic habits of an accountant.
He wanted visible assets, protection against error, and enough pessimism already embedded in the price to let
patience do the work. Out of that combination came one of Canada's great global value records.

Why Cundill matters

Cundill is sometimes described as a Canadian disciple of Graham, which is true but incomplete. His importance lies in
where he took the doctrine. Graham's original American hunting ground was a market full of statistically cheap stocks
after depression and war. Cundill learned the same grammar, then carried it into Japan, Europe, distressed corporate
securities, sovereign debt, scandal stocks, and obscure companies that mainstream institutions either could not own
or did not want to explain.

That shift made him a bridge figure. He was old-school enough to believe in liquidation value, net current assets, and
the printed annual report. He was modern enough to understand that the richest bargains might be outside a domestic
index and outside the comfort zone of conventional mandates. His career sits beside John Templeton's in the
globalization of value investing, but Cundill's style was more forensic, more explicitly balance-sheet driven, and often
more willing to traffic in embarrassment.

The record gave the philosophy credibility. The Peter Cundill Foundation says the fund produced a compound annual
return of 13.2% over 35 years and that assets managed by Peter Cundill and Associates grew from $7 million to just
under $20 billion. Mackenzie later reported that, from the fund's December 1974 inception to February 2009, Series A
had returned 13.2% net of fees, compared with 10.8% for the MSCI World Index in Canadian dollars. Those figures do
not make every Cundill purchase wise, but they explain why his name still carries weight among contrarians.

Montreal roots and accounting bones

Francis Peter Cundill was born in Montreal in 1938 into a family whose history contained both commercial ambition
and financial reversal. The biography drawn from his journals presents a household shaped by displacement, war, and
changing fortune. That background did not predetermine his investment style, but it helps explain why the adult
Cundill took solvency, assets, and survival so seriously.

After McGill University, where he earned a Bachelor of Commerce degree in 1960, Cundill became a Chartered
Accountant in 1963 and a Chartered Financial Analyst in 1968. The designations were not ornamental. Accounting
became his central instrument. He was not primarily an economic forecaster or a thematic speculator. He was a reader
of financial statements who believed that the numbers, if interpreted skeptically, could reveal what the market had
ignored.

His early career included Greenshields in Montreal and the Yorkshire Trust Group in Vancouver. There he began to see
that investors often followed fashion rather than value. In his journals, he emphasized integrity, financial controls,
thoroughness, humility, teamwork, and a measured capacity for action. Those words sound administrative, but for
Cundill they were the infrastructure of contrarian investing. Cheap securities usually look unattractive for a reason.
Without process, buying them is only bravado.

The Graham conversion

Cundill's conversion to Graham did not make him a passive imitator. It gave him a practical test. Price had to be judged
against underlying value, and underlying value had to be grounded in assets, earnings power, liquidation prospects, or
a catalyst capable of surfacing what others could not see. The phrase most associated with him was the desire to buy a
dollar for 50 cents, although Prem Watsa's foreword to There's Always Something to Do also ties the Cundill slogan to

buying a dollar for 40 cents.
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The distinction is more than arithmetic. Cundill wanted a gap large enough to absorb analytical error, time, bad news,
and investor impatience. He was drawn to net-nets, companies trading below net working capital after liabilities,
because they offered a concrete form of downside protection. In practice, his work was broader than net-net
screening. He wanted hidden real estate, mineral rights, excess cash, tax assets, bond recoveries, or franchises that
were damaged but not dead.

The early examples fit the template. Bethlehem Copper, one of his formative investments, appeared to trade at
roughly the value of the cash on its balance sheet while carrying no debt and owning a producing mine. Credit Foncier
Franco Canadien offered a different version of the same principle: conservative accounting, valuable assets, an
unusual structure, and a market price far below Cundill's estimate of liquidation value. In both, the intellectual habit
was the same. Start with what can be counted, discount what cannot, then demand enough room to be wrong.

Turning a failing fund into a vehicle for global value

In 1975, Cundill acquired control of a small, failing mutual fund called the All Canadian Fund, later renamed the
Cundill Value Fund. It was an unlikely platform for a global investment career. The fund was not born with a glamorous
mandate or a distribution machine. It became important because Cundill gave it a clear identity at a time when
Canadian investors had limited access to disciplined global stock selection.

The timing was favorable for a contrarian with fresh conviction. The speculative excesses of the late 1960s and early
1970s had left plenty of wreckage. Inflation, recession fears, commodity volatility, and poor equity sentiment created
precisely the kind of neglected securities Cundill wanted. His edge was not that he predicted the macro turn. It was
that he was prepared to buy balance sheets other investors had stopped reading.

The transformation was gradual. The fund's long-term record would later be summarized in simple numbers, but the
underlying work was messy: company reports, travel, legal structures, currencies, local governance, and long
stretches when a position appeared to be doing nothing. Cundill's lasting contribution was to show that a Canadian
mutual fund could be built around a disciplined global search for mispriced value rather than around domestic
familiarity.

The net-net hunter goes abroad

Cundill's globalism was not tourism. It was due diligence with a passport. The preview of There's Always Something to
Do describes his habit of travelling extensively in search of bargains and making a special effort to visit the country
with the worst-performing stock market over the previous eleven months. That rule was not mechanical, but it
captured a central instinct: where price action had been most humiliating, attention was often most valuable.

Japan became central to that worldview. Cundill first visited in 1969, years before Japanese equities would become a
mainstream obsession for global investors. He observed not only companies but culture, labor systems, corporate
behavior, and the feel of a market still poorly understood by many foreign investors. Later, Japanese holdings became
a major part of the Cundill approach, including periods when their valuations seemed to offer deep discounts and
periods when their prices kept falling anyway.

The global reach expanded the opportunity set, but it also expanded the risk map. Accounting standards varied.
Shareholder rights varied. Political context mattered. Currency hedging could help or hurt. Cundill's style required the
investor to ask whether a low price reflected temporary neglect or a permanent claim by insiders, creditors,
governments, or poor governance. The answer was rarely obvious from a screen.

A portfolio built on fear, liquidity, and patience

Cundill's portfolio construction was not the concentrated compounder model later associated with many Buffett
followers. It was closer to a global inventory of mispriced claims: common stocks, distressed securities, recovery
situations, and companies whose assets were more valuable than their reputations. In some periods, the book could
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be widely diversified because each individual situation carried idiosyncratic uncertainty.

The 2002 SEC filing for Ivy Cundill Global Value Fund shows the method in action. The fund described its approach as
bottom-up, individual stock selection using deep value principles based on Graham. At year-end 2002, Japan
accounted for 35% of total net assets, Canada 13%, the United States 8%, Hong Kong 5%, and South Korea 4%. The
top holdings included Japanese media, finance, consumer, and pharmaceutical names, along with Torstar and First
Pacific.

That snapshot shows both confidence and restraint. Cundill was willing to be far from the benchmark, but the portfolio
was not a single heroic thesis. It was a set of discounted situations diversified across geographies and industries, held
together by valuation discipline. The goal was not to be right about the next quarter. The goal was to own enough
undervalued claims, bought cheaply enough, that time and normalization could do more good than interim volatility
could do harm.

The record and what it does not prove

The Cundill record is strong enough to demand attention and complex enough to discourage myth. Mackenzie's 2014
mountain chart reported that Cundill Value Fund Series A had returned 13.0% annually since its December 1974
inception through December 31, 2014, compared with 10.9% for the MSCI World Total Return Index in Canadian
dollars. It also stated that Series A created wealth in 34 out of 40 years.

The same chart reminds readers that the ride was uneven. Annual returns included large gains, such as 44.1% in
1983, 43.1%in 1993, 35.2% in 2003, and 34.5% in 2013. They also included painful losses, including negative years
in 1990, 1998, 2002, 2007, 2008, and 2011. The 2008 decline of 25.1% is a useful antidote to any sanitized version
of the Cundill story.

Performance also depends on endpoints, fees, currencies, share classes, and the difference between a founder-led
era and a continuing brand. A $10,000 investment at inception had reportedly grown to $680,945 by February 2009
with distributions reinvested, net of fees, according to Mackenzie figures cited by Investment Executive. That is a
formidable outcome. It is not a promise that deep value always works, or that a later investor could buy the name and
receive the founder's opportunity set.

Japan, distress, and the discipline of replacement

The 2002 Ivy Cundill filing is especially revealing because it catches the method during a disappointing year. Ivy
Cundill Global Value Fund returned negative 12.17% without sales charge in 2002, better than the MSCI World Index's
negative 19.89% but still a loss. The explanation was not triumphalist. Management cited volatile markets, accounting
scandals, geopolitics, sluggish growth, currency hedging effects, Asia ex-Japan weakness, and late-year pressure on
Japanese holdings.

Cundill's response was classic value behavior: use weakness to improve the portfolio. The fund sold or exited positions
that had approached its estimate of fair value, such as Shiseido and Fast Retailing, and redeployed capital into names
it believed offered better discounts, including Aiful, Asatsu-DK, and existing holdings. In North America, it replaced
positions it saw as fairly valued with more undervalued opportunities such as Liberty Media.

That pattern separates disciplined contrarianism from stubbornness. Cundill did not simply buy cheap stocks and wait
forever. He compared discounts, upgraded quality when new fear created better bargains, and treated the portfolio as
a living set of claims on value. The process could still fail, but it was not passive endurance. It was active recycling
within a value framework.

The sell discipline behind the patience
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Patience is the word most often attached to Cundill, but patience without sell discipline becomes inertia. His approach
required the investor to keep asking whether the original discount still existed, whether new information had impaired
value, and whether a better margin of safety was available elsewhere. The 2002 examples show that he was prepared
to sell when securities reached his estimate of fair value, even if the broader story still looked attractive.

This discipline was easier to state than to practice. Deep-value positions often look worst just before they begin to
work, and sometimes they look worst because the thesis is wrong. If one sells too early, the investor abandons the
very discomfort that creates return. If one waits too long, the investor mistakes cheapness for safety and lets
opportunity cost compound quietly.

Cundill's answer was not a perfect rule. It was a culture of continuous reassessment. The Mackenzie Cundill team later
described a process that evaluates downside scenarios, margin of safety, catalysts, and opportunities away from the
beaten path. That language is faithful to the founder's core idea: a security deserves capital only while price, value,
and probability remain sufficiently misaligned.

Capacity, cash, and the institutional problem

One of the least romantic tests of an investment style is what happens when it succeeds. Cundill's early edge came
from being willing to look where others would not. As assets grew, that advantage became harder to deploy. A bargain
in a small company, distressed claim, or obscure market cannot absorb unlimited capital without changing the
expected return.

The issue became visible in 2006, when Mackenzie closed the Mackenzie Cundill Recovery Fund to new purchases.
The fund had grown to more than $1 billion in assets after rising more than 200% over the prior year. Cundill said it
had become increasingly difficult to find global bargain issues at a pace consistent with investor purchases and that
cash had built up in the portfolio.

That episode is important because it shows fiduciary restraint. Many asset managers solve capacity problems by
lowering standards. Cundill's stated preference was to protect existing investors rather than keep gathering assets
into a constrained opportunity set. It was also an implicit admission that deep value is not infinitely scalable. The more
specialized the bargain, the more growth in assets can become a tax on future performance.

Pain, value traps, and the cost of being early

The Cundill method was designed to reduce risk, but it did not eliminate pain. Buying what others hate means buying
what may continue to be hated. In a 2016 Ivey Business School account of a Richard Oldfield talk, Cundill was used as
an example of the suffering that value investors must be willing to endure, and the article emphasized that value traps
are an occupational hazard of the craft.

A value trap is not merely a stock that falls after purchase. It is a stock whose apparent discount reflects decay that
the investor underestimated. The assets may be overstated, the liabilities understated, the industry worse than
cyclical, the governance hostile, or the catalyst imaginary. Cundill's accounting discipline reduced those risks, but no
amount of arithmetic could make them disappear.

His own record contained losses, bad years, and investments that did not work. The most honest reading of Cundill is
not that he avoided mistakes. It is that he built a method meant to survive them. Diversification, margin of safety,
skepticism toward forecasts, and the habit of replacing weaker values with stronger ones were all ways of
acknowledging fallibility. The danger for imitators is to keep the courage and forget the humility.

Sale, succession, and the name after the founder

By the mid-2000s, Cundill's firm had become an institution. In August 2006, Mackenzie Financial announced an
agreement to acquire Cundill Investment Research and related entities. The release described Cundill as sub-adviser
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to more than $12.5 billion in Mackenzie Cundill mutual funds and other Mackenzie mandates, plus manager of more
than $3 billion for institutional and high-net-worth clients.

Cundill did not simply disappear at the closing. The press release said the investment team would operate as a
separate Vancouver-based division of Mackenzie and that Peter Cundill would continue to direct the team as chief
investment officer. In 2009, he became chairman emeritus of Mackenzie Cundill as part of a leadership transition that
had been put in place around the acquisition.

The succession question is central to any profile of a great investor. Is the record a transferable process or the
expression of a singular temperament? Mackenzie's current Cundill team still describes a disciplined value style
focused on out-of-favour or undervalued stocks, identifiable catalysts, discounts to intrinsic value, and focused
diversification across global industries and countries. That continuity matters. Yet the founder's mix of obsession,
travel, accounting instinct, and psychological tolerance cannot be copied by branding alone.

The philanthropist with a historian's mind

Cundill's interest in history was not a late-life ornament. It suited the way he invested. He believed markets had
memory, that human behavior repeated, and that studying the past could sharpen judgment about the present. In
2008, he established the Cundill International Prize in History at McGill, described at launch as the world's largest
non-fiction historical literature prize.

The McGill Reporter account of the prize quoted Cundill drawing an analogy between finance and history: both study
the past to understand the present and anticipate the future. That statement could serve as a caption for his
investment life. He was not a quant in the modern sense, but he was deeply empirical. He wanted records, archives,
reports, balance sheets, and precedent.

His later years were marked by illness. The Peter Cundill Foundation says he faced Fragile X-associated Tremor Ataxia
Syndrome with patience, humor, and fortitude. The same foundation continues to reflect his philanthropic priorities.
The biographical detail matters because Cundill's reputation among investors rests not only on returns but on a wider
ethic: curiosity, courage, generosity, and a belief that disciplined inquiry had uses beyond markets.

What his method still teaches

Cundill's continuing relevance is not that investors should mechanically buy every low price-to-book stock or every
company trading below net current assets. Modern markets are faster, disclosure is broader, screens are common,
and many statistically cheap companies are cheap for structural reasons. The lesson is deeper than a metric. It is the
discipline of asking what a security is worth under conservative assumptions and whether the current price
compensates for being wrong.

His career also offers a warning about active management. Current SPIVA data continue to show how hard it is for
active funds to sustain advantage against benchmarks, and the challenge is even more acute when a style attracts
assets after a strong record. Cundill was exceptional precisely because the average outcome is not exceptional. His
example supports selectivity about active managers rather than faith in active management as a category.

The best of Cundill today is a temperament: read the filings, distrust fashion, make downside explicit, travel beyond
familiar indexes, replace stale holdings with better discounts, and accept that being early can feel identical to being
wrong. The dangerous version is simpler and more common: buy what has fallen, call it value, and wait without
re-underwriting the thesis. Cundill's life argues that contrarian investing is not opposition for its own sake. It is
accounting, patience, and imagination applied when the crowd has stopped looking.

Disclosure
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