
 

 

March 2021 

 

That grinding sound you hear is the ARK running aground.  No, not Noah’s ark 

but Cathie’s ARK.  Cathie is Cathie Wood who runs the ARK momentum etf’s.  She did a 

wonderful job of capturing the 2020 run in growth stocks. ARK and the go-go tech 

stocks were the poster children for the post Covid market.    

The abundance of free money (literally) in 2020 from the government helped 

drive growth stocks higher and higher.  Who hasn’t heard about Tesla, GameStop, or 

Bitcoin?  However, the tide may be turning.  Rising interest rates are putting a crimp on 

tech’s large valuations and investor money is moving into the financials, energy, and 

foreign stocks. 

The good thing about a long career is you get a look at almost every type of 

market.  I got a chuckle in February over the headlines declaring things like: “the new 

way of investing” or my favorite, “it’s different this time”.  This market feels similar to 

1999.  The amount of stimulus sloshing around the system combined with ultra-low 

interest rates created a potent market for risky assets.  However, the investing landscape 

may be changing faster than many are prepared for.  The good thing is this change 

doesn’t have to be bad. 

Through mid-March, Covid hospitalizations dropped 55 days in a row and Covid 

deaths are following that trend.  That’s wonderful news and it shows that the economy 

 



may snap back quicker.   This new round of stimulus could add fuel to the market 

fire.  You didn’t have to lose your job to get the new stimulus.  Think about it, in some 

cases, you’re making your regular paycheck and the government is sending you 

something extra.  You’ll likely either spend it or invest it.  Both choices have potentially 

good outcomes for stocks. 

Interest rates were so low last year it didn’t seem to matter.  I like the analogy of 

daring someone to punch you in the stomach.  How many blows can you take before 

you say stop?  When does the market say stop?  At what point do rising rates 

matter?  So far, the magic number seems to be 1% on the ten-year US Treasury.  Ten-

year yields bottomed at .51% in August.  They crept up from there and were at .75% by 

mid-September.  They vaulted through 1% during election week and haven’t looked 

back.  That move through 1% put a lid on the tech rally and gave wings to value 

stocks.  For reference, the ten-year yield popped even higher to 1.6% this week. 

Last year was a tough year to be a value investor.  The gap between momentum 

and value stocks was 27% and one of the largest on record.  Amazingly, that gap has 

been eradicated since the start of 2021.  While the Reddit bunch crowed about stonks 

and GameStop, the financial sector quietly rallied 16% to start the year.   Tech gets the 

headlines but for how long.  I wrote last month that I’d love for the Reddit investors to 

discover the oil stocks.  Looks like maybe they did.  Energy is up 41% year to date versus 

a 2% gain for the NASDAQ.   

This doesn’t mean tech should be abandoned, but it may mean tech stocks may 

not rise like they did last year.  This tech selloff is creating some interesting 

opportunities and there may be more buys as companies report first quarter earnings in 

April.  The future seems bright. If it all holds, the economy is on target for the largest 

GDP gain since 1984’s 8% rise.  The difference may lay in which companies lead the 



charge.  If interest rates continue their climb, financials, oil, and foreign stocks may 

continue to rule the roost.   

Let’s end on a plus.  The vaccinations and direction of the Covid battle are 

encouraging and I think we’ll get to the other side sooner than we think.  Covid has 

gone on so long we (as humans) forget just how much we miss each other.  Zoom and 

phone calls are fine but it’s no substitute for live action.  I did a photo shoot last 

weekend at the hot yoga studio I attend (go ahead and laugh if you know me).  We did 

the shoot mask free.  Yes, we were all appropriately distanced but the ability to see 

faces, expressions and smiles took everything to the next level.  These are people I see 

several days a week, but the mask free aspect changed it all and added another layer to 

the experience.  Our ability to connect is important and we can accomplish much more 

together.  Normal life is waiting out there, just around the corner.  We’ll get there before 

you know it.  If you have any comments, I’d love to hear from you at heddins@capital-

invest.com or call me at 919-656-0836. 
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