
 
 

 

April 1, 2021 

Investor Update 

 

March had some more vicious rotation across many sectors and styles again except that we saw 

weakness in the beginning of the month followed by strength towards the end of the month with 

bonds continuing to perform very poorly.  What was also noteworthy was that we had another 

major hedge fund blow up towards the end of the month that caused wild gyrations in particular 

stocks. This is now the 3rd major fund to blowup this year (Melvin Capital, Greensill, and 

Archegos).  We should not be having these types of blowups in a relatively benign market 

environment.  This means there is a lot more risk out there then people realize.  While it is 

impossible to pinpoint who or where the next risk measure will come, know that it is coming and 

that eventually one of these will become more systemic until the excesses are washed from the 

system.   

 

As we have now come through the one-year anniversary of the 2020 lockdown, the economic 

numbers are going to look fantastic from last years extremely low base.  It has been our view that 

until we get to the latter part of 2021 it will still be difficult to know what the real economy is 

doing.   For that reason, positioning and money flows are important.  The amount of money that 

is flowing into stocks through the first quarter of the year dwarfs anything we have seen.  This is 

more money flowing into stocks than what we have seen over the last 20 years combined and 

only produced about 5% of return.  How much more money is left to come in? 

 

 
 

 



Another interesting development in March was that the call option frenzy appears to be slowing 

although still elevated.  We have alluded to the fact that options have been driving price moves 

for a number of months now and it is no surprise that March saw a lot of the speculative stocks 

go down significantly in March as call option buying abated.   

 

 
 

Lastly, almost every day this year it has been an all or nothing market.  What we mean by this is 

that each day sees massive outperformance of a style relative to another without many days of 

everything going up or down.  This is not being shown by the indices, but on any given day you 

see growth do well and value do poorly and vice versa.  This is usually a rotational move, but 

when you look at the money flows coming into the market we would expect the gains to be more 

uniform.  This type of indecision and back and forth tends to come near trend changes.  The 

below chart of growth vs value shows that we may be in the early stages of this change.  What 

remains to be seen is how smoothly this rotation goes (it didn’t go smooth in 2000).  

 

 
 



Overall, we still believe things remain range bound for the next few months as we continue to 

see rotation through different asset classes.  Eventually we will move past the covid distorted 

data and get a better picture of what the landscape looks like.  The money flows, positioning, and 

options will continue to play a major role as to where markets head for the rest of the year as a 

lot of good news is priced in already and there is a lot of risk being taken by a lot of people in 

this market which could cause some downside surprise if a big fund gets caught on the wrong 

side of a trade.  There are still pockets of value that can be found in boring areas (pharma, 

telecoms) and active strategies such as call option selling will help boost return while keeping a 

close eye on risk management.   

 

If you have any questions or would like to talk in greater detail, please contact me at 908-376-

3041 or via email: markpainter@everguidefinancial.com.   

 

Sincerely, 

 
 

Mark R. Painter, CFA 
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