





Investors are throwing vast 
amounts of cash at money-losing 
companies in the hopes of finding 
the next Amazon. Some consider 
the death of profit proof that 
markets no longer make any sense, 
inviting the question: how long can 
the party last? 

By way of example, for all its hype, 
Uber Technologies Inc. has never 
made money, having racked up $19 
billion USD in losses over the past 
give years. Streaming giant Spotify 
Technology has lost $4 billion USD 
over the same time and there are so 
many high-profile money losers that  
Goldman Sachs recently created a non- 
profitable technology index. 

Money losing companies are also getting acquired for astronomical sums. This past 
December, Salesforce.com Inc. acquired Slack Technologies for $28 billion USD, even 
though Slack, developer for the ubiquitous workplace messaging app, lost $1 billion USD 
over three years.  

The euphoria for money losing companies emerged on the aftermath of the 2008 
Financial Crisis, when disrupters like Facebook and Netflix prioritized scale and global 
reach over profits. Because they were so successful at it, many investors became 
desperate to latch on the the next big thing. With interest rates back near zero and with 
trillions of dollars in bonds once again yielding next to nothing, growth at any cost 
remains in favour. Investors are once again willing to underwrite years of losses in hopes 
of backing the next Amazon or Shopify.  

http://salesforce.com/


Somehow, for some investors the only thing more tantalizing these days than investing in 
a company makes $1 billion a year in profit, is investing in one that loses it. Our view is 
that this is not rational investing, but pure speculation. In contrast our institutional wealth 
management partners at Dimensional, EdgePoint, Guardian Capital and Mackenzie 
Investments make decisions based on fundamentals including price to earnings. Absent 
of a correlation between these two, the value of a company cannot be determined. 
Investors are left then with little more than greed and hope -neither of which are pillars to 
build wealth over the long term. As such companies such as Peloton Interactive are not 
found in any of the investment funds that comprise our retirement portfolios. Peloton has 
a market capitalization of $28 billion USD, despite losing $189 million USD in the past 
year.  

So how does this end? Canada’s cannabis industry might hold some answers. A few years 
back, after the federal government promised to legalize recreational use, there was a rush 
of money into the sector and shares of unheard of cannabis companies went on a tear. But 
profit expectations proved to be widely inflated and shares of most companies are trading 
at levels roughly one-third of their previous levels.  

Sometimes it takes a few quarters, sometimes a few years -and that can be maddening for 
investors who’ve been mystified by the madness from day one. But at some point, 
investors growth sceptical of profit-less companies and the “value” of companies 
vanishes overnight. By staying far away from the madness of speculation (or guessing if 
you prefer), none of our clients will know what this feels like, nor will the words 
permanent capital loss be part of any client conversation. Slow and steady always wins 
the race.  

Be safe, be well! 
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