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When you search on Google I’m sure everyone implicitly knows that whatever you search for is tracked by Google and used to serve you 
customized ads. When you use Facebook everyone implicitly knows that topics you “like” or not are used to create a profile of you to serve 
you customized ads. When searching for an item on Amazon you would understand if Amazon used that search information to create 
customized ads for you, just like Google, which they are just starting to do. That is the explicit trade-off for using those services, and in the 
case of Google and Facebook, why they are free. But the above invasions into our privacy go much further and I would bet most people 
don’t understand the depths of data those tech companies have on everybody.   
 
Peter Orszag, the former Office of Management and Budget Director in the Obama administration and current Lazard Vice Chairman told 
an audience in Australia, Facebook and Google are “…monopolies that are using our personal information without paying us and extracting 
a monopoly rent by selling ads on that personal information.” 
 
Warren Buffett has said he regrets not investing in Google since “its search ad business is a natural monopoly, meaning that the costs of 
building a company with a similar market share are large enough to fend off any serious takers” (i.e., big moat). The rub is that natural 
monopolies are generally heavily regulated or run by the government.   
 
While there is some short-term noise about the Facebook thing most analysts still go on and on about how great these businesses are, 
and seemingly nothing will stop that. They are great, but I can’t help but think that the risk is much higher than perceived.   
 
The engine behind Cambridge Analytica was from a private company named Palantir. This is a very secretive start-up founded by Peter 
Thiel and a couple of other ex-Paypal alumni. It was valued at $20bb in 2015. The entire point of the company is to read lots of data (i.e., 
“big data”) and create potential predictive outcomes from that data. What started as a program capable of predicting things for the military 
moved to other government departments (trying to find fraud at Medicare), and then expanded to the private sector. Yet, for all the outrage 
about Cambridge Analytica, nobody is outraged that a company, Palantir, does this for anybody willing to pay it, including the U.S. 
Government.   
 
Coming at this from a different angle: if the government said we have installed secret video cameras with facial recognition and microphones 
EVERYWHERE and put location trackers on everyone, so it always knew exactly where you were, what you were doing and what you 
said, people would be outraged. Yet, to a big extent, here we are thanks to the big tech companies. 
 
Oh, by the way, the cameras everywhere using facial recognition scenario is happening right now in some cities in China. Further, there 
are parts of China that issue driving tickets for running a red light, etc. purely based on facial recognition on their public cameras. No police 
required for these tasks. Maybe that is what you get when you have a non-democratic government and they do what they want, but that 
would never happen in a full democracy, right? London is known to have tons of cameras everywhere, so while they haven’t overtly said 
they use facial recognition to track everything, you know they do. 
 
Going further, based on what has been described above, would it shock anyone if I suggested that the government (NSA/FBI) used Palantir 
software or something similar to scrape all the GPS data from the big 4 cell networks, which is roughly 100% of the U.S. population, and 
knew exactly where every U.S. citizen was at all times, based on where their phone was? Based on the above, wouldn’t you be shocked 
if they didn’t? If there were a crime anywhere in the U.S., wouldn’t it be easy enough for the government to then run a search on the cell 
networks GPS data and say which phones were at location xx at time yy and get a really tight list of suspects? What privacy do any of us 
have anymore? 
 
So, while we have not gotten as far as predicting likely future crimes and arresting people like in the 2002 Tom Cruise movie, Minority 
Report, we aren’t far behind. In the 1998 Will Smith movie, Enemy of the State, about illegal government abuse of data collection on the 
U.S. population, when hearing of the government plans to use data to track the population, Will Smith’s wife asks the question “who’s going 
to monitor the monitors?” Indeed. 
 
One last random example. At a Hollywood entertainment conference, a couple of months ago, Mitch Lowe, the CEO of potentially the most 
ridiculous business model company ever, MoviePass, said at one point, “We get an enormous amount of information” using your phone’s 
GPS data and “we watch how you drive from home to the movies. We watch where you go afterwards… We know all about you.” He later 
backtracked and said that isn’t what he meant. Sure. Do you actually think they could sustain themselves by charging $9.99/mo for you to 
go to unlimited amounts of movies that they have to pay full price for? 
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Is any of the above illegal? Probably not. The tech companies say you signed the user agreement agreeing to everything when you 
downloaded the app or used their software, so they are off the hook. They similarly say they aren’t media companies by serving you news 
items that somebody else wrote so they are not liable. If YouTube plays an illegal video it isn’t their fault.  Somehow that brought down 
Napster but not these newer platforms (yet?) They are taking advantage of rules and laws that were made before the government realized 
what these platforms can capture and do with the data. Going to the beginning of this piece on risk, should it be a shock to anyone if the 
government at some point stepped up and did something to regulate them?  What would happen to their digital ad duopoly if the government 
told them they couldn’t use any data to target ads, other than the basic what you searched for and what you liked? What if the government 
held them liable for news items on their sites, whether they created the news or not? What if the government made them have an overt 
button to click for users telling you what data you are letting the tech giants have when you use their services, rather than burying it in the 
fine print of a user guide that nobody reads? You can decide, but we think about these things when we assign a certain of value risk score 
to the companies we evaluate. 
 
“That word.  I do not think it means what you think it means.” Let’s now change the ‘word’ to Blockchain.   

Lastly, since I discussed the craziness of the rush to change your name and/or business model to include Blockchain in It’s Like Déjà Vu 
All Over Again, there has been some pressure, to say the least, on those stocks I highlighted so I thought a quick update would be 
interesting. Unfortunately, at the time, the high cost to borrow the shares made it prohibitive to short. 
 

 
 
“That word.  I do not think it means what you think it means.” Let’s now change the ‘word’ to Reality.   
 
In the 1993 movie "Jurassic Park," actor Jeff Goldblum's character learns that the dinosaurs made in the lab were all females, so they 
couldn’t reproduce, yet they clearly were reproducing, and he then uttered the memorable line, "Life will find a way." In my view, the same 
goes for value investing. At the top of cycles, the market wants to believe. Be it story stocks that will grow forever (of course they won’t), 
stocks with no earnings that will start making real money very soon (nope), or a potential new technology that people are so enamored of 
that companies literally change what they do to pursue that fad (Blockchain). They will all end badly, as they always do. I don’t know when 
and I don’t know what will cause it, but I have the utmost faith that logic will always prevail in the long run. In the current market’s case, it 
seems more than fair to cast a cynical eye on many things going on and keep the focus on what matters; finding and investing in companies 
that are trading below their risk adjusted intrinsic value.  Further, when you have a chance to invest in companies that fulfill basic human 
needs like food, electricity and minerals, to name a few, at big discounts that seems like a wonderful environment to us. 
 
Thanks again for your support. 
 
Mark McKinney 
Co-Portfolio Manager – Kopernik International Fund/Analyst 
Kopernik Global Investors, LLC 
May 2018  

https://kopernikglobal.com/sites/default/files/Mark%20McKinney%20-%20Its%20Like%20Deja%20Vu%20All%20Over%20Again%20-%20Final.pdf
https://kopernikglobal.com/sites/default/files/Mark%20McKinney%20-%20Its%20Like%20Deja%20Vu%20All%20Over%20Again%20-%20Final.pdf
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Important Information and Disclosures 

The information presented herein is confidential and proprietary to Kopernik Global Investors, LLC.  This material is not to be reproduced in 
whole or in part or used for any purpose except as authorized by Kopernik Global Investors, LLC.  This material is for informational purposes 
only and should not be regarded as a recommendation or an offer to buy or sell any product or service to which this information may relate. 
 
This letter may contain forward-looking statements. Use of words such was "believe", "intend", "expect", anticipate", "project", "estimate", 
"predict", "is confident", "has confidence" and similar expressions are intended to identify forward-looking statements. Forward-looking 
statements are not historical facts and are based on current observations, beliefs, assumptions, expectations, estimates, and projections.  
Forward-looking statements are not guarantees of future performance and are subject to risks, uncertainties and other factors, some of 
which are beyond our control and are difficult to predict. As a result, actual results could differ materially from those expressed, implied or 
forecasted in the forward-looking statements.  
 
Please consider all risks carefully before investing. Investments in a Kopernik Fund are subject to certain risks such as market, investment 
style, interest rate, deflation, and illiquidity risk. Investments in small and mid-capitalization companies also involve greater risk and portfolio 
price volatility than investments in larger capitalization stocks. Investing in non-U.S. markets, including emerging and frontier markets, 
involves certain additional risks, including potential currency fluctuations and controls, restrictions on foreign investments, less governmental 
supervision and regulation, less liquidity, less disclosure, and the potential for market volatility, expropriation, confiscatory taxation, and 
social, economic and political instability.  Investments in energy and natural resources companies are especially affected by developments 
in the commodities markets, the supply of and demand for specific resources, raw materials, products and services, the price of oil and gas, 
exploration and production spending, government regulation, economic conditions, international political developments, energy conservation 
efforts and the success of exploration projects. 
 
Investing involves risk, including possible loss of principal. There can be no assurance that a fund will achieve its stated objectives. Equity 
funds are subject generally to market, market sector, market liquidity, issuer, and investment style risks, among other factors, to varying 
degrees, all of which are more fully described in the fund’s prospectus. Investments in foreign securities may underperform and may be 
more volatile than comparable U.S. securities because of the risks involving foreign economies and markets, foreign political systems, 
foreign regulatory standards, foreign currencies and taxes. Investments in foreign and emerging markets present additional risks, such as 
increased volatility and lower trading volume. 
 
The holdings discussed in this piece should not be considered recommendations to purchase or sell a particular security. It should not be 
assumed that securities bought or sold in the future will be profitable or will equal the performance of the securities in this portfolio. Current 
and future portfolio holdings are subject to risk. 
 
To determine if a Fund is an appropriate investment for you, carefully consider the Fund’s investment objectives, risk factors, 
charges and expenses before investing. This and other information can be found in the Fund offering materials, which may be 
obtained by contacting your investment professional or calling Kopernik Fund at 1-855-887-4KGI (4544). Read the offering materials 
carefully before investing or sending money. Check with your investment professional to determine if a Fund is available for sale 
within their firm. Not all funds are available for sale at all firms.  
 
 
 
 
 
 
 
 
 
 


