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year.  What happens when they discover these more mundane sectors?  Energy and finance are 

seeing more money allocated to their sectors.  The financial ETF (XLF) recently had its largest one-day 

inflow at $1.6 billion.  There seems to be a reallocation from some of the more richly valued tech 

names.   

As an example, Zoom was an investor darling for most of last year, but recently pulled back 

from $588 to $370.  I love Adobe and use their products daily but like Icarus, it may have flown too 

close to the sun.  ADBE briefly traded at 20 times revenue in July before peeling off a cool $80 per 

share.  Great company but maybe a little richly valued now.  We feel this shift could continue into 

some of the more boring sectors.  Which sector will benefit next?   

The early January headlines were all about the drop in employment.  People wanted to see 

140,000 new jobs, but the actual number was a loss of 50,000 jobs.  Sounds serious.  However, dig 

beneath the surface, and the drop wasn’t quite as devastating.  Two groups created the drop: 

educators and those in restaurants/travel.  Add back those jobs to the overall number, we see the 

economy actually created 500,000 new jobs. 

 Yes, those job losses are real, but let’s go back to the gorilla again.  Those two sectors are hard 

hit by COVID.  If the vaccine is effective, those job losses could be temporary, and the latest round of 

stimulus should help those workers in the meantime. This could be a short-lived lull in jobs created 

and the picture might be much rosier in six months.  If that proves true, we might continue to see the 

shift from the more fully valued technology shares into the groups we mentioned above. 

Let’s talk about tomatoes.  What?  Actually, let’s use tomatoes to show that despite what you 

hear and read, there is inflation.  I love tomatoes.  You probably don’t know this, but the Capital 

Investment team has several excellent tomato growers in our ranks.  I’ll keep their names private, so I 

won’t endanger my summer supply.  The problem is I buy my own come fall and winter.  For most of 

2020, vine tomatoes were $1.80 a pound.  In late December, the price jumped 22% to $2.20 a pound.  

Last week, tomatoes surged again with a 26% jump to $3 a pound.  “They” say there’s no inflation, but 

I beg to differ.  Start paying attention to what you buy, and you may be (unpleasantly) surprised.  How 

about that $3 a gallon gasoline? 



 I’ll leave you on a positive.  Markets inevitably turn volatile and I like having stats like this in 

my back pocket.  The market surged to a 14% gain during the last two months of 2020.  What 

happens next?  Some investors feel a knee jerk reaction to sell.  That might be short sighted. 

We’ve seen this scenario five times before.  I was personally around for three of the five but 

missed 1954, and 1962.  The following January, the market was up five out of five with an average 

gain of 3%.  The S&P must have gotten the memo because it’s up 2.8% so far this month.  A strong 

January is nice but I’m more excited about the potential long-term implications.  The other five 

instances saw the market higher at year end in five out of five with a gain of 18%.  That doesn’t mean 

we get there in a straight line.  2020 taught us that lesson, so keep this in the back of your mind.  The 

market will likely sell off at some point and hopefully this helps you see the light at the end of any 

tunnel. If you have any comments, feel free to contact me at heddins@capital-invest.com or call me at 

919-656-0836. 
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