
Firstly, everyone who was invested with me in 2025 should have gotten a K-1. If you did 
not, please let me know ASAP! 

 

Secondly, my auditor emailed everyone who contributed in 2025 to verify their 
contributions. Please respond to these if you haven't already. 

 

Thirdly, we are again open to contributions. 
 
Year to date 
 
We've had a pretty good start to the year, despite very low gross exposure (we took a lot 
of profits in Jan, and took in a lot of contributions). I've been adding to longs as the 
market has dropped, but our gross exposure is currently ~150% (excluding puts on 
bankrupt companies), when it's usually 160-200%. 

 

 
I've been trading geopolitics since covid. Outlier events like pandemics, or every 
Tuesday of a Trump presidency, can change markets a lot, breaking old correlations and 
making new ones, often in unpredictable ways. This can be dangerous for long-short 
funds that rely on hedges in times like these. Betting correctly on these events can 
cushion a portfolio from losses here, and that's exactly what's happened this year. 

 



Iran 

 

You know those disaster movies where the government gathers a bunch of extremely 
smart people from around the world to solve a big problem? Well that's not what 
happens in real life. 

 

During covid I studied the science very carefully, thinking I could predict government 
responses based on what the rational courses of action would be. Needless to say that 
failed miserably. Both camps simply ignored the science or made it up, driven by some 
combination of bias, laziness, and stupidity. 

 

As I expected, Trump attacked Iran, chiefly the IRGC. They had it coming, and we had 
crude oil call options that did well. 

 

What I did not expect was that he would be dumb enough to attack Iran without a plan 
to keep the Strait of Hormuz, the world's most important trade choke point, open to 
traffic. Iran has threatened to close it if attacked for decades. Trump is not known for his 
forward planning, but this one still shocked me. 

 

We didn't have nearly enough crude calls. They barely offset the losses of our AI stocks 
(which are selling off more than the broader market). 

 

The Tuesday after the war started, crude strangely dipped back below $80. I bought 
again. My thesis was and is pretty simple: Iran has no means to strike back except 
Hormuz, so they will cause as much economic pain as they can without creating too 
much of a global backlash against them. They need to disincent future attacks, but not 
so severely that the rest of the world would gang up on them. In other words they will 
drive the price of oil up in an attempt to drive Trump away. 

 
I don't expect Hormuz to stay mostly-blocked for too long. My best-guess is it mostly 
ends mid-to-late April. I know this may be a lot different from what you're reading in the 
news, but news has a pessimistic bias. The U.S. military has also been planning for this 
scenario for decades. 

 



A temporary blockage is very significant for commodities, but not so significant for 
equities. 

 
There are some tail risks for longer disruption, like a fragmented Iran continuing to take 
pot-shots at ships every so often (like the Houthis do), or Russian collusion to try and 
turn Iran into a Ukraine for the U.S. (unlikely because China and India won't put up with 
it). In an almost-worst-case scenario, the Gulf states have to build a larger pipeline to 
bypass the strait. 
 
Crude Tankers 

 

My thesis remains the same here, but wow have these companies been doing great. If 
Iran ends up unsanctioned, they'll do even better. Europe is finally acting against the 
Russian shadow fleet (that's the 'win button' they can press for Ukraine), so there are 
tailwinds everywhere you look. 

 

Defense Stocks 

 

Lots of defense stocks are trading at high multiples because lots of very expensive 
munitions are being fired off in this war. The Gulf states are also talking about buying a 
lot more defensive systems, from the U.S. and Ukraine. 

 

If we get favorable regime change in Iran, there will suddenly be less need for all this 
spending. Meanwhile Ukraine and Israel keep developing cheaper interceptors. Did I 
mention Ukraine might actually be winning? Could be a great short opportunity. 

 

AI 
 
AI just keeps advancing. I'm now using Claude Code to create a lot of scripts for the 
fund that I wouldn't otherwise had time to write. It's phenomenal. 

 

As for AI stocks themselves, I continue to sell our MU as it becomes long-term capital 
gains. As that is done I'm longing ASML, which I think will be the next bottleneck in the 
supply chain. 
 



Beyond the automated vehicles I mentioned in my last email, this year I think markets 
will realize AI is a deflationary force. Think of AI doing to information work what 
globalization did to the price of a television. The result will be lower inflation, lower 
interest rates, and more inflation on the parts of the economy resistant to automation. 
 
The $64Q question is when (or if) AI will learn anywhere near as efficiently as humans. 
That would mean true AGI. 

 
Homebuilders 

Homebuilders are an obvious winner here. Two profitable ones trade at ~50% of TBV, 
and many (better-run) trade near TBV. Did I mention the U.S. is still in a massive housing 
shortage? 
 

 

Alas, we might also be at the start of a brief business cycle. Both homebuilders and AI 
stocks have been especially affected by the Iran war, which is a big reason we've been 
flat for a month. 
 
Deutschland unter allem 

 

Many European countries have severe restrictions on firing employees. AI is replacing 
many positions in larger companies, while enabling entrepreneurship. This means it's a 
bad time to be a European company competing with the U.S. I'm currently looking for 
shorts that fit this theme. 

 

Volkswagen is one obvious candidate. 

 


