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January 29, 2010 
 
Fellow Partners, 
 
CCP beat the S&P 500, DJIA and NASDAQ in 2008 - 2009 
 
Like the broader markets and many other funds, our 2009 results were good; we were up 
34.5% and beat two out of three of our benchmark indices. 
 
Our performance was achieved despite a conservative (but not necessarily conventional) 
stance; during the year, we had on average ~14% allocated to cash and almost 40% 
allocated to one investment which remained essentially flat in 2009. 
 
The clearest view of our performance links the last two years:   
 
 Total Return 
 2008 2009 2008 - 2009  
    
CCP -27.3% 34.5% -2.2%  
    
S&P 500 -37.0% 26.5% -20.3%  
DJIA -31.9% 22.7% -16.5%  
NASDAQ -40.2% 45.4% -13.1%  
    
Morningstar’s    
Domestic equity manager of the decade (FAIRX) -29.7% 39.0% -2.3%  
    
Average mutual fund -40.5% 34.9% -19.7%  
    
Domestic large-cap value: -37.1% 24.1% -21.9%  
Domestic mid-cap value: -36.8% 35.4% -14.4%  
Domestic small-cap value: -32.3% 31.3% -11.1%  
Foreign large-cap value: -42.4% 30.4% -24.9%  
Foreign small/mid-cap value: -47.3% 44.0% -24.1%  
 

SUMMARY TOTAL RETURN - Price appreciation, dividends and interest income

Cumulative Annualized

Return Since Return Since

CCP CCP

Inception Inception

2009 2008 2007 (3/1/2007) (3/1/2007)

CCP - gross returns (a) 34.5% -27.3% 9.9% 7.4% 2.6%

S&P 500 26.5% -37.0% 5.5% -15.9% -5.8%

Dow Jones Industrial Avg. 22.7% -31.9% 8.9% -9.1% -2.9%

NASDAQ Composite 45.4% -40.2% 10.7% -3.8% -1.4%

(a) Fund gross returns do not include expenses, Management Fee and Performance Share
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As seen in the table above, we are ~2% shy of clawing back losses suffered in 2008.  We 
are ahead of our benchmark indices, as well as the average mutual fund and the average 
mutual fund employing a “value” strategy (as tracked by Morningstar).  
 
CCP’s strategy has generated superior results since inception, over the last decade 
and over the past 12 years 
 
Total Returns:  Personal + CCP versus DJIA, S&P 500 & NASDAQ 
 

 
CCP Strategy:  “buy businesses, buy them cheap, sell them at reasonable prices” 
 

• See stocks as small pieces of businesses that merit analysis on the fundamentals 
of the businesses themselves 

 
• See stock prices as opportunities to buy / sell and not signposts of their true value 

 
• Recognize that “the market” is merely a place for stocks to trade, and that trades 

often occur at prices significantly below or above a stock’s true value 
 
• Profit from the market’s frequently irrational pricing of stocks by buying them 

when they trade significantly below their true value and by selling them as they 
approach it 

 
 

 

% 1997=100 % 1997=100 % 1997=100 % 1997=100

1998 10.3             110              18.1             118              28.6             129              39.6             140              

1999 63.1             180              27.2             150              21.0             156              85.9             260              

2000 (3.6)              173              (4.8)              143              (9.1)              141              (39.3)            157              

2001 23.6             214              (5.4)              135              (11.9)            125              (21.2)            124              

2002 42.4             306              (15.0)            115              (22.1)            97                (32.0)            84                

2003 49.4             456              28.3             147              28.7             125              50.1             127              

2004 15.4             527              5.3               155              10.9             139              8.7               138              

2005 (4.3)              504              1.7               158              4.9               145              1.3               139              

2006 15.2             581              19.0             188              15.8             168              10.4             154              

2007 (*) 9.9               638              8.9               205              5.5               178              10.7             170              

2008 (*) (27.3)            464              (31.9)            139              (37.0)            112              (40.2)            102              

2009 (*) 34.5             624              22.7             171              26.5             141              45.4             148              

1998-2009 (**) 16.5             n/a 4.6               n/a 2.9               n/a 3.3               n/a

1999-2009 (**) 13.2             n/a 1.3               n/a (1.0)              n/a (5.5)              n/a

(*) CCP total returns

(**) Compounded average annual total returns;  Personal and CCP returns geometrically linked
NOT YET AUDITED

PERSONAL + CCP S&P 500DJIA NASDAQ
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CCP Strategy:  “buy businesses, buy them cheap, sell them at reasonable prices” 
(continued) 
 

• Demand a margin-of-safety, a significant discount (typically $0.50 on the $1) to a 
conservatively estimated valuation before buying a stock 

 
• Concentrate on best ideas so as not to dilute efforts with over-diversification 
 
• Focus on the investment process (seeking and finding undervalued securities); 

look past short-term under-performance and temporary losses 
 
In addition, I avoid the use of leverage, shorting, and derivatives which if mismanaged 
can create liquidity problems (read: being forced to sell at a loss). 
 
Finally, CCP’s investing is not based on any macroeconomic forecasting.  Historically 
(with very few exceptions), macro investing has not worked as a long-term strategy. 
 
CCP 2009 review:  putting cash to work as prices fell and patience rewarded 
 
Our 34.5% total return in 2009 was due to a handful of portfolio additions and changes 
starting Q2 2008 combined with much patience. 
 
I was several months early, but as markets started to decline and as prices became 
attractive in Q2 2008, I started to put CCP’s nearly 20% cash allocation to use.  By the 
end of Q1 2009 cash was less than 2% of our portfolio.  These additions and changes 
were profitable and helped us beat our market indices starting in 2009. 
 
Note that we entered and exited the financial crisis with essentially the same portfolio.  
Our turnover has remained relatively low and the portfolio tax efficient. 
 

Period % Cash S&P 500 level Buy (% of port.) Sell (% of port.) 

Q2 2008 18% 1280 - - 

Q3 2008 10% 1166 INTC, ~6% - 

Q4 2008 6% 903 AMZN, ~3% 
GOOG, ~3%  

USG, ~1% 

- 

Q1 2009 >2% 798 BRK, ~5% 
WFC-PL, ~12% 

GOOG, (~3%) 
SNS, (~6%) 

Q2 2009 20% 919 - WFC-PL, (~18%) 

Q3 2009 18% 1057 - - 

Q4 2009 16% 1115 - - 
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WFC-L:  investment analysis, portfolio allocation and timing all aligned to produce 
a good investment result 
 
Our most significant contributor to 2009 was WFC-L, a preferred share (our first foray 
outside of equity investment).  I thought that being “senior” to Berkshire Hathaway (and 
Buffett personally) was likely be safe and quite profitable so I allocated 12% of our 
portfolio to WFC-L.  Indeed, in less than 3 months, we received 2 quarter’s worth of 
dividends worth ~10% of our initial investment while WFC-L’s price doubled. 
 
We had to sell SNS to help fund our WFC-L buy.  SNS’ turn-around proceeded much 
faster than I anticipated and its stock price almost tripled by year-end.  However, since 
WFC-L was a ~12% position (versus SNS’ ~6%), we were still better off in the end. 
Proper portfolio allocation saved the day. 
 
AMZN and USG: not buying enough cost us dearly 
 
AMZN nearly tripled in 2009 due to its ability to generate fast growth – despite the 
recession – and while generating increasing quantities of cash.  USG almost doubled in 
2008 as it became clearer that it had enough credit to ride out highly depressed business 
conditions. 
 
Unfortunately, both AMZN and USG suffered from minuscule portfolio allocations.  As I 
said in my Q2 2009 letter, these portfolio allocations were errors of omission that won’t 
be repeated. 
 
AMZN is now ~7% of our portfolio but still trades at what could potentially be a very 
low price given its growth potential and ability to generate cash.  USG still trades 
substantially below what it would take to replace its business and still has ample liquidity 
to deal with the current downturn in construction.  Price permitting, I plan to increase 
AMZN’s and USG’s allocations. 
 
BRK: 1% poorer for having 5% more in BRK 
 
As BRK’s price continued falling in Q1 2009, I allocated an additional ~5% of the 
portfolio to it, bringing our total close to 40%.  As expected, BRK performed flawlessly 
during the crisis, providing $20+ billion in expensive financing to various blue chip 
companies and ultimately buying Burlington Northern (a railroad) for $34BN, vastly 
improving BRK’s position.  However, BRK rose a measly 2.2% while the S&P 500 
returned 26.5%.  Go figure. 
 
We sold our ~3% GOOG position to fund our additional BRK purchase.  Had we not 
done this, we would have been ~1% richer in 2009 since GOOG nearly doubled.  
Nevertheless, I’m comfortable with our BRK allocation since it will likely drive our 
returns in the near future while providing safety of capital.  Sometimes good investment 
decisions do not lead to immediate good outcomes.  Being 1% poorer in exchange for 
having 5% more of an undervalued BRK is a very good thing.   
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S&P 500 still offers decent returns for long-term investors 
 
Last year I forecasted that over the next decade S&P 500 index buyers could expect 
~10% p.a. total return and recommended, that at a minimum, investors consider the index 
given how cheap it was.  With the rise of the S&P 500 since then, I’ve now lowered my 
forecast over the next decade to ~8% total return p.a. – still a decent return. 
 
I still heartily recommend the index over cash or US treasuries, especially given inflation 
concerns.  Through tax efficient compounding, price-conscious long-term equity 
investing provides protection against the ravages of inflation as well as potential for 
capital appreciation. 
 
Many blue chips are cheap… 
 
Within the market, many blue chips (very large, well-financed, internationally diverse 
companies with stable businesses) continue to be very reasonably priced at ~14x P/E.  
Many sport 2-3% dividend yields and are likely to grow earnings a few percentage points 
better than GDP.  With a little luck (P/E expansion from historically low levels) these 
could yield ~12% p.a. and double one’s capital over the next 6 years. 
 
Last year, outside of investing in CCP, I recommended that investors at least consider the 
S&P 500.  Those who followed the S&P 500 recommendation earned more than 30%.  
Today, I’d recommend well-selected blue chips.  (But, CCP is still better!) 
 
…and CCP’s portfolio is taking advantage of this 
 
CCP’s portfolio continues to be leveraged to the blue chip segment of the market through 
our holdings in BRK and FFH.  Both trade at attractive discount to their conservatively 
assessed values and are highly sensitive to equity markets moving up in general and 
certain blue chips rising in particular. 
 
Aside from BRK and FFH, we own a handful of companies:  one promises very high 
growth and cash generation, one has a very profitable business behind a high barrier to 
entry, another trades below the replacement value of its productive assets, and a few trade 
below their liquidation value.  Combined in CCP’s portfolio, these promise high future 
returns with safety of capital.  I remain committed to achieving 15% p.a., net of fees. 
 
Until the market realizes the value of our investments, we wait and sleep soundly. 
 
Thank you for your trust 
Please feel free to contact me at (917) 292-8059 or by email at ac@chiehcapital.com. 
 
Sincerely, 

 
Agustin Chieh 
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Chieh Capital Partners, LP (the “Fund”) commenced operations in March 1, 2007. 
The principal investment objective of the Fund is to apply an opportunistic, value-
oriented investment methodology to protect capital against permanent loss of value, and 
to achieve long-term capital appreciation superior to that offered by the broad equity 
indices (S&P 500, NASDAQ and Dow Jones), while maintaining a conservative 
investment risk profile. The Partnership will target absolute, long-term investment 
returns of at least 15% per annum, net of the Management Fee and Performance Share. 
 
Performance results shown for the Fund are presented on a gross-of-fees basis, and do 
not include expenses, Management Fee and Performance Share.  Gross performance 
includes the reinvestment of all dividends, interest, and capital gains. 
 
The return of the S&P 500 and other indices are included in the presentation.  The 
volatility of these indices may be materially different from the volatility of the Fund.  In 
the addition, the Fund’s holdings differ significantly from the securities that comprise the 
indices.  The indices have not been selected to represent appropriate benchmarks to 
compare an investor’s performance, but rather are disclosed to allow for comparison of 
the investors’s performance to that of certain well-known and widely recognized indices. 
You cannot invest directly in these indices. 
 
Past results are not guarantee of future results and no representation is made that an 
investor will or is likely to achieve results similar to those shown.  All investments involve 
risk including the loss of principal.   This document is confidential and may not be 
distributed without the consent of the Investment Manager and does not constitute an 
offer to sell or the solicitation of an offer to purchase any security or investment product.  
Any such offer or solicitation may only be made by means of delivery of an approved 
Confidential Private Placement Memorandum. 
 
 
 


