
CRISIS AS A CRUCIBLE: A JEDI GUIDE TO 
INVESTMENT SERENITY! 

Look forward, you must!



Order in Chaos? The Macro Story
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Markets play a pricing game, but are not crazy
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US Equities, during the crisis…
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The Lead In The Meltdown The Melt Up The New Normal?
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Macro Review: US Treasuries
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The Price of Bond Market Risk: The COVID effect
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Macro Review: Oil & Copper
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Macro Review: Gold & Bitcoin



9

Global Equities: By Region
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Global Equities: By Sector
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Global Equities: Industry Winners & Losers



A Reallocation of Value: The Micro 
Stories
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Value versus Growth: A pre-crisis lead in..

The under performance of value has played out not only in the mutual 
fund business, but it has also brought many legendary value investors 
down to earth. We were told that this was temporary, and that a crisis 
would put value back on top again…
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PE and Market Returns – During Crisis
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Dividends and Market Returns
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Momentum and Damage
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The Buyback Bogeyman…
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Cash Returns and the Crisis…
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A Test on Buybacks..
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Debt and Value

¨ The question of whether to borrow money is always
a trade off between its tax benefits on the good side 
and the distress risk it exposes you to on the bad 
side.

¨ During this crisis, not surprisingly, companies that
have borrowed more money, on a relative basis, 
have been more damaged than companies that are 
less indebted.
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The Debt Load..



22

And S&P Ratings…
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The Corporate Life Cycle
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COVID: Young versus Old
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COVID: High Growth versus Low Growth
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The Strong get stronger… The FANGAM stocks…



A Unifying Theory: The Resilience of 
Risk Capital
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Venture Capital: Historical Perspective
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Capital Raised by Venture Capital: US and Global: 2007-2019

Global US % from US

VC capital raised dropped off by more 
than 50% after the 2008 crisis, with 
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Venture Capital: The COVID effect

Q2 2019 Q3 2019 Q4 2019 Q1 2020 Q2 2020
Technology Growth $2.80 $3.20 $4.00 $2.20 $11.90
Late Stage $39.10 $37.90 $42.90 $35.50 $35.70
Early Stage $24.90 $23.10 $24.80 $19.10 $19.60
Angel Seed $3.70 $3.80 $4.00 $2.80 $2.30
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IPOs: A Historical Perspective
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IPOs: The COVID effect
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The Price of Equity Risk: The 2008 Crisis
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The Price of Equity Risk: COVID
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Red: ERP on 4/1/20
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Corporate Bond Issuance: The 2008 Crisis
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Corporate Bond Issuance: The COVID effect

High yield bond issuances hit an all-
time high in June 2020
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The Price of Bond Market Risk: The 2008 Crisis
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The Price of Bond Market Risk: The COVID effect



The Humbling of Smart Money
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The Lead In: Active versus Passive
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The Crisis Test: Active Mutual Funds

74% of active funds underperformed the 
S&P 500
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And ”dumb” money is beating “smart” money
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The Crisis Test: Hedge Funds
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The Robinhood Phenomenon

Between March 15 and June 15, Robinhood App 
traders’ stock picks outperformed hedge fund 
stock picks by 16% 



Crazy like a fox? Market 
Assessments
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Markets  vs the Economy: Explaining the 
disconnect…
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Value Drivers for the Index



48

1. Earnings
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2. Cash Flows
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3. Equity Risk Pricing
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My Story for the Market
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My Valuation of the Index
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Facing up to uncertainty



Company Valuation: Tell your story
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Lesson 5: Stories + Numbers

The Numbers People

Favored Tools
- Accounting statements

- Excel spreadsheets
- Statistical Measures

- Pricing Data

Illusions/Delusions
1. Precision: Data is precise

2. Objectivity: Data has no bias
3. Control: Data can control reality

The Narrative People

Favored Tools
- Anecdotes

- Experience (own or others)
- Behavioral evidence

Illusions/Delusions
1. Creativity cannot be quantified

2. If the story is good, the 
investment will be.

3. Experience is the best teacher

A Good Valuation
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A Post-Corona Version






