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ACM QUARTERLY MARKET COMMENTARY    

SECOND QUARTER 2020 

 

Capital Markets  

Never underestimate the power of ten trillion dollars in worldwide economic stimulus. That is the lesson 

of the second quarter, a quarter in which global stock markets and other risk assets rebounded in 

impressive fashion and retraced a majority of their first quarter waterfall decline. Global stocks, as 

measured by the MSCI All-County World Index (ACWI), gained nearly 19% last quarter on the heels of the 

first-quarter loss of 21%. With the additional gains so far this month, global stocks are now down less than 

1% on the year. The rebound in the U.S. has been particularly robust. The S&P 500 has nearly eclipsed its 

February high and is on solid ground with a year to date return of about 2%. One of the fascinating 

characteristics of the market during the past six months is that leadership never changed. Sharp 

corrections often discriminate against long-time market leaders, and rebounds typically favor the parts of 

the market most hurt in the preceding decline. However, in the see-saw battles of U.S. vs. world, growth 

vs. value, large vs. small, there have been no leadership changes this year. U.S. stocks fell less than global 

markets in the first quarter and have risen more off the bottom. Similarly, growth stocks held up better 

than value stocks on the way down but have also continued dominate on the way back up. The 13% return 

of large U.S. growth stocks this year is a real outlier compared to the losses in value stocks, small-cap 

stocks, international stocks, and emerging market stocks. 

 

Growth Stock Bubble 

With their recent surge, one can start to make the case that U.S. growth stocks are in a bubble. The action 

in many ways looks like a repeat of their rise in the late 1990s, which was followed by a historic collapse 

in 2000-2002. In terms of relative valuations and disparate outperformance over multi-year time frames, 

the euphoria surrounding large U.S. growth stocks is only eclipsed by the very latest stages of that bubble 

two decades ago. Today we are seeing the same concentration of market gains in just a handful of top-

performing stocks. Then it was big names like Microsoft, Dell, Cisco, Intel, AOL, Yahoo!, and Amazon 

accompanied by moonshots in long-gone names like Lucent, Worldcom, Global Crossing, Pets.com, and 

Webvan. Today, the list again includes Microsoft and Amazon but also includes Apple, Facebook, Alphabet 

(Google), and highfliers like Netflix and Tesla. These stocks dominate the financial media. Investors brag 

of buying these stocks at much lower prices. Meanwhile, new, inexperienced investors are being drawn 

into the market seeking quick profits. 

 

Being Right or Making Money 

There is a square-shaped book in our investment library by Ned Davis entitled Being Right or Making 

Money published in 2000 and long out of print. The title is a question about which is better, and the 

answer is obvious – making money! The title is a non sequitur, of sorts, because “being right” is best 

measured by the money you make. It is one thing to have your “this will end badly” predictions vindicated  
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by an eventual collapse. A far better thing is to share in the gains on the way up while avoiding larger 

losses on the way down. Through pages of charts and tables, the book provides a framework to do just 

that by combining both fundamental and technical analysis. 

Ackerman Capital Management similarly approaches the markets by combining our independent data 

assessments of relative valuations with measures of relative price trends. By placing more emphasis on 

the latter with regard to tactical stock market positioning, our models are well designed to navigate 

market bubbles. Yes, large U.S. growth stocks are over-extended and quite expensive, in our opinion, but 

they continue to outperform. Even so, because markets are, in part, driven by emotions, there is nothing 

to stop them from becoming even more expensive. Knowing this, we continue to emphasize large U.S. 

growth stocks across our portfolios.  

 

Looking Back 

As we look back to the market collapse in the first quarter, from a portfolio management perspective, we 

did a good job not getting caught up in the hysteria and not letting our clients do the same. We added 

stock market exposure after some of the largest price drops to keep our allocation in line with policy 

targets. In taxable accounts, we harvested a large number of losses that will make future gains more tax-

efficient. We were correct in our belief one month out that the March 23rd low was the “bottom”. 

Generally speaking, our portfolios were neutral to modestly overweight stocks during most of the second 

quarter. We expected a more uneven advance but were just as content to watch allocations drift higher 

in the nearly uninterrupted price recovery.   

 

Looking Forward 

Stepping back to the larger investment picture and economic outlook, we are cautiously optimistic. There 

are some familiar aspects to the current situation, but the interplay between the pandemic, containment 

efforts, the global economy, fiscal stimulus, and quantitative easing is without precedent. As a firm, we 

have greater concern than most about the pandemic’s negative, long-lasting effects on the economy. At 

the same time, we are strong believers in the market adage made famous by the late Marty Zweig to not 

“fight the Fed”. The fiscal stimulus has been generous and swift, and the Federal Reserve was quick to 

shift their quantitative easing into a new, fifth gear. All major G7 countries are following suit. Therefore, 

we lean bullish, especially if the market were to stumble a bit. Regardless of this outlook, we rely on our 

relative valuation and price trend framework to drive our stock/bond allocations. From a valuation 

perspective, this analysis favors stocks over paltry fixed-income yields, but the relative price trend picture 

is mixed. The stock market rebound has been strong but narrow, as only U.S. growth stocks have really 

shined. Meanwhile, the stock/bond chart is still well off its highs from early 2018 and this past January. 

We will take it month by month and follow the market’s lead. 
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COMMENTARY DISCLOSURES 
All returns cited were attained from Bloomberg L.P. reporting as of 6/30/2020. The commentary included in this review (“Content”) is for 
illustrative and informational purposes and is not intended to provide forward-looking or current investment advice and should not be relied 
upon in that regard. The Content herein is not intended as a recommendation to invest in any particular asset class, product, security, derivative, 
commodity, currency, or strategy or as a promise of future performance. Reference to future or expected returns are not promises or even 
estimates of actual returns a client portfolio may achieve. Any assumptions, opinions, and estimates are provided for illustrative purposes only 
and not a guarantee of future performance. Forward-looking statements should not be relied upon as actual results may differ materially from 
those anticipated. The Content herein (quantitative or qualitative) is subject to numerous assumptions, risks, and uncertainties, which can change 
over time. This material represents an assessment of the market and economic environment at a specific point in time and is not intended to be 
a forecast of future events or a guarantee of future results. Forward-looking statements are subject to certain risks and uncertainties. Actual 
results, performance, or achievements may differ materially from those expressed or implied. Information is based on data gathered from what 
we believe are reliable sources. It is not guaranteed as to the accuracy, does not purport to be complete, and is not intended to be used as a 
primary basis for investment decisions. It should also not be construed as advice meeting the particular investment needs of any investor. 
 

Mutual Funds and Exchange Traded Funds (ETF’s) are sold by prospectus. Please consider the investment objectives, risks, charges, and 
expenses carefully before investing. The prospectus, which contains this and other information about the investment company, can be obtained 
from the Fund Company or your financial professional. Be sure to read the prospectus carefully before deciding whether to invest. 
 

Neither Asset Allocation nor Diversification guarantees a profit or protect against a loss in a declining market. They are methods used to help 
manage investment risk. Rebalancing/Reallocating can entail transaction costs and tax consequences that should be considered when 
determining a rebalancing/reallocation strategy. A benchmark is intended to reflect an investment or portfolio based on investment growth with 
risk management. The S&P 500 Index was selected as a benchmark component because of its prominent usage. The portfolios of Ackerman 
Capital Management, LP has and will vary significantly from the composition of this index. The S&P 500 returns assume the reinvestment of 
dividends. Indices are unmanaged and investors cannot invest directly in an index. Unless otherwise noted, the performance of indices does not 
account for any fees, commissions, or other expenses that would be incurred. Past performance is not a guarantee of future results and investors 
should not assume that the future performance of Ackerman Capital Management LP will equal prior performance results. This report does not 
constitute an offer to sell or a solicitation of an offer to subscribe to ACM portfolio management. Portfolio holdings entail risks and are subject 
to change without notice. For a listing of each security we have included in the Portfolio for the last 12 months, the date of the inclusion, the 
price of the security at the time, the current market price of each security and whether we bought or sold it, and the date of exclusion from the 
portfolio, please contact us at 214-361-5383. All recommendations are based on our research, opinions, and experience and may or may not 
have been profitable in the past, now, or in the futur “Global Stocks” refers to iShares MSCI ACWI ETF (ACWI) returns. ACWI seeks to track the 
investment results of an index composed of large and mid-capitalization developed and emerging market equities. U.S. Stock returns are 
represented the S&P 500 index which is used primarily for large capitalization stocks. (see S&P Index definition and Index disclosures). S&P 500 
Index The S&P 500 is a U.S. stock market index based on the market capitalization of 500 large companies having common stock listed on the 
NYSE or NASDAQ. The S&P 500 index constituents and their weightings are determined by S&P Dow Jones Indices. It is one of the most commonly 
followed equity indices, and many consider it one of the best representations of the U.S. stock market. “Municipal Bonds” & “U.S. Municipal 
Bonds” refers to iShares National Muni Bond (MUB) ETF returns. MUB seeks to track the investment results of an index composed of investment-
grade U.S. municipal bonds. Volatility Index (VIX) The VIX is a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility 
Index, a popular measure of the implied volatility of S&P 500 index options. Often referred to as the fear index or the fear gauge, it represents 
one measure of the market's expectation of stock market volatility over the next 30-day period. “Emerging Markets” refers to iShares MSCI 
Emerging Market (EEM) ETF returns. EEM seeks to track the investment results of an index composed of large- and mid-capitalization emerging 
market equities. Investment advisory services offered through Ackerman Capital Management, L.P., a registered investment adviser. 
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