
 

 

  

Q2 2021 Performance Update: 

Q2* 
LMG Model +2.89% 
SMG Model +7.53% 
PMG Model +7.51% 
*All model figures above are net of all fees 
S&P 500 +8.17% (gross of fees) 
 

Observations on Q2 & Outlook for Q3: 

All S&P 500 sectors have been trading with more volatility post-Covid. 
Energy has traded with the largest difference in volatility and 
Healthcare with the lowest difference. Value stocks outperformed 
Growth after consistently underperforming since the Financial Crisis. 
 
Earnings season kicks off in mid-July and we will look for the sectors 
that respond to good news. The highest Growth stocks in Q2 reacted 
negatively to positive earnings announcements. We will look for the 
sectors that continue to show strong guidance for Q2 and H2. 
 
Profit was taken in Technology and Small Cap during Q2 to reduce 
volatility. This worked but also detracted from performance as Tech 
rebounded. Still, certain sub-sectors of Technology are trading at very 
high valuations and look ripe for a correction. Industrials, Materials, 
Regional Banks, and Emerging Markets were added. Cash remained at 
elevated levels. 
 
In a bull market it is easy to become complacent. It has been over a 
year since the market has had a 5-10% correction. Technical 
indicators do not distinguish between a 5% consolidation, a 10% 
correction, or an outright 20%+ bear market. So, if we ignore the 
signals as they occur, by the time we realize it’s a deep correction, it is 
too late to do much about it. Therefore, we must treat each signal with 
the same respect and adjust risk accordingly. 

After a big bounce in beaten-down growth stocks on Wednesday, all 
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“…avoiding periods of 

severe capital loss… 

 

Q & A: 

Q: What area of the market will lead in the second half of 2021? 

A: Most likely, as talk of inflation continues, Value stocks. This may 
coincide with a mild correction and may ultimately lead to a more 
defensive stance. 

Q: What are you most concerned about for Q2 and H2? 

A: The Fed and the reaction the markets have to each report, inflation 
perception, and what the Biden plan for tax reform may do to the 
markets. 

Q: What will you do if we have a correction? 

A: Any or all of the following: Trim back winning positions to original 
portfolio weights, let winners run, sell positions that are not working (if 
they were not working in an up market, they likely will not work in a 
down market), hold cash to reinvest at lower prices. There is minimal 
risk in “risk management.” In the long term, the results of avoiding 
periods of severe capital loss will outweigh missed short-term gains. 
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