
 

 

 

 
This document contains general information intended exclusively for GPM clients. The opinions and commentary presented reflect our best judgement at this time, are 

considered “forward-looking statements.”, and are subject to change at any time without obligation to update them. Actual future results may be different than our expectations. 

There can be no assurance that your investment objectives will be realized. Investing involves risk and losses can occur. Portfolio actions and positions discussed have been 

executed broadly in GPM managed accounts that hold individual securities and NOT in accounts that invest exclusively in ETF’s or mutual funds It should not be implied or 

assumed that every portfolio action was executed in, and position discussed, is held in every client account.    
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▪ Stocks stumbled in September.  Q3 ended mostly lower.  The 

rise in COVID infection rates dampened broader optimism.  
Economic demand seems solid, but supply chains remain 
variably hampered.  Bonds lost ground. 

 

▪ GPM stock portfolios continued to perform well in Q3 as 
large-growth and technology outperformed value and small-
caps.  GPM bond portfolios eked out modest gains, helped by 
low duration and high-yield positioning. 

Markets 

 
 

Commentary 
 

Brief Stock Market Recap 
Stock markets in most regions and countries lost ground in 
Q3 as COVID infection rates rose sharply with reopenings.  
U.S. stocks, while mixed, fared better than most countries.  
As in some parts of the U.S., emerging markets struggled with 
virus outbreaks due in large part to low vaccination rates.  
COVID’s twists, turns, and policy responses continue to cause 
labor shortages and hamper supply chains.  While underlying 
demand is robust, the ability to satisfy demand is 
constrained, resulting in a slower pace, but perhaps 
elongated period of recovery driven economic expansion.  
 
Large-cap sustainable growth companies led in Q3, while 
previously hot segments of the cyclical value and lower-
quality stock universe cooled.    
 

Outlook 
We believe investors will continue to recalibrate expectations about 
the course of COVID for the remainder of 2021, and the likely pace 
and duration of economic recovery in 2022 and beyond.  This 
exercise attempts to predict virus progression and mitigation 
success, while factoring in robust underlying demand and gradual 
resolution of supply constraints which have driven input costs up.  
With trillions of stimulus dollars in the system and more on the 
table, the U.S. economy is primed to expand.  We think underlying 
demand is supportive to longer-term stock sentiment.  GPM is 
focused on operations of the high-quality companies we invest in, 
and we believe they will continue to deliver solid growth in revenue, 
earnings, and cash flow.   
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http://www.gpmgrowth.com/
https://www.stlouisfed.org/publications/regional-economist/data/economy-at-a-glance?utm_medium=email&utm_campaign=FRED%20Data%20News%201120&utm_content=FRED%20Data%20News%201120+CID_3481a61e93bd9271ebe515eac69f0eaa&utm_source=Research%20newsletter&utm_term=FRED%20Economy%20at%20a%20Glance
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GPM Portfolios - Overview  
Stock accounts are normally 100% invested for long-term growth in value and income.  
Balanced accounts hold stocks and bonds for a more conservative approach. 
 
Core GPM stock selection and ownership criteria: 
We execute and invest with discipline in high quality companies that we believe will over 
time, provide attractive overall portfolio returns with less risk than the broad market. 
 
1. A highly sustainable business that we understand, led by an agile management team with 

a long-term record of rewarding growth in sales, earnings, cash flow, dividends, and 
ultimately stock prices.  

2. Product innovation and service superiority that enables demand creation and positions 
the company to compete and win worldwide.  

3. Business visibility that supports reasonable forecasting. 
 
Stock portfolios continued to perform well in the third quarter and YTD.  During the quarter 
we substantially reduced our position in Kansas City Southern after the railroad operator 
firmed-up an agreement to be acquired by Canadian Pacific. We established a new starter 
position in Costar Group.  We selectively boosted the size of several core positions including 
McDonald’s, Texas Roadhouse, and Heico.  So far in 2021, seventeen of our companies have 
increased cash dividends to shareholders by amounts ranging from 7% to 39%.   
 
At quarter-end, we held 29 stocks that we believe collectively position client portfolios to 
benefit from increasing consumer engagement as the currently supply constrained economy 
gradually builds momentum.  Portfolios also remain positioned to benefit from what we 
believe are six technology megatrends; 1) 5G infrastructure rollout; 2) Internet of things/IOT 
proliferation; 3) Everything cloud and data centers; 4) Artificial intelligence and machine 
learning; 5) Electric vehicles; 6) Autonomous and driver assisted vehicles.  
 
Balanced portfolios also performed well in the quarter and YTD.  All three portfolio 
components contributed positively to the quarter and YTD.  Stocks contributed positively as 
discussed above.  High Yield Bonds (HYB) led all fixed income with solid gains, supported by 
bullish sentiment about economic expansion, the expected decline in defaults as COVID risks 
abate, and the continuing appetite for income/yield.  Investment Grade Corporate Bonds 
were about breakeven; interest earned was mostly offset by price slippage as yields increased 
in September.  Our overall bond component has relatively short duration to capture 
reasonable income consistent with acceptable rate sensitivity given near-term uncertainty 
regarding sustainability of the uptick in inflation and Fed policy. 

Stock Portfolio Insight 
 

 
 

 
 

Quarter-end data shown above closely 
approximates all GPM stock portfolios.   

 

During the quarter, we welcomed Kevin Leahy to the GPM team as one of our go-to Client Support Associates.  Kevin graduated from 

Michigan State University in 2014.  For seven years prior to joining GPM, Kevin gained valuable experience at two large financial 

services companies where he engaged directly with financial advisors, portfolio managers, and clients.   

Our Portfolio Managers – Focused on High Quality Sustainable Growth Companies 

 

 

Tim Griffin 
▪ Portfolio Manager 
▪ Research Analyst 
▪ GPM founding shareholder - 1993 

 

Mark Hogan 
▪ Research Analyst 
▪ Portfolio Manager 
▪ GPM shareholder- joined team 2015 
 

 

https://www.gpmgrowth.com/blog/costar-group-the-standard-in-the-real-estate-industry
https://www.gpmgrowth.com/blog/texas-roadhouse
https://www.gpmgrowth.com/blog/core-portfolio-insight-heico

