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PORTFOLIO	UPDATE	–	JULY	22,	2020	
	
For	the	first	time	since	late	March,	we	have	taken	tactical	action	in	our	portfolios,	increasing	our	commitment	to	
US	corporate	(investment	grade)	credit	and	duration	and	reducing	our	cash	position	to	demonstrate	a	full	
commitment	to	risk	assets.	At	the	same	time,	we	slightly	moderated	our	commitment	to	the	equities	of	those	
same	US	companies,	preferring	to	increase	investment	in	the	Eurozone	as	they	have	tamed	the	COVID	lion	and	
instituted	a	zone-wide	economic	action	plan.	
	
It	is	important	to	pause	here	and	draw	the	distinction	between	financial	markets	and	economies.	Particularly	in	
the	United	States,	important	segments	of	the	economy	have	been	deeply	wounded	by	the	pandemic	itself	as	well	
as	the	societal	response	in	terms	of	shuttered	businesses,	schools,	public	venues,	recreation,	entertainment	and	
social	services.	In	an	extremely	rapid	surge,	unemployment	rose	to	match	and	even	exceed	the	levels	of	the	
Financial	Crisis,	and	the	ripples	of	economic	damage	are	still	propagating	outward.	American	small	business	has	
taken	the	brunt	of	the	commercial	hit,	but	we	see	it	as	an	ongoing	challenge	in	areas	like	real	estate	as	employers	
and	individuals	perhaps	permanently	change	shopping,	working,	commuting,	and	other	activities.	
	
We	also	remain	on	the	precipice	of	a	housing	crisis	as	temporary	eviction	moratoria	roll	off	the	books	and	we	
see	struggling	renters	and	homeowners	facing	impossible	choices	between	housing,	food,	healthcare	and	other	
essentials	without	access	to	employment.	And	lastly,	we	collectively	have	not	even	begun	to	thoroughly	
comprehend	and	discount	the	consequences	of	lower	economic	activity	in	terms	of	a	shrinking	tax	base	that	will	
strain	state	and	local	coffers	at	a	time	when	communities	likely	need	more,	not	less,	from	their	governments.	For	
instance,	those	landlords	who	have	been	constrained	from	evicting	renters	for	lack	of	ability	to	pay	during	the	
COVID	emergency	will	be	less	able	to	make	their	own	remittances	of	property	taxes,	and	local	sales	tax	
receivables	from	closed	store	fronts	will	be	choked	off	as	a	large	quantity	of	in-person	purchasing	has	been	
pushed	online.	
	
So	how,	in	the	spray	of	these	crashing	waves	of	bad	news,	can	markets	be	doing	well	and	investment	firms	like	
WCM	be	stepping	further	into	equities	and	bonds	when	the	instinctive	response	would	be	to	run	far	and	run	
fast?	
	
Two	words	--	Liquidity	and	Innovation.	Or	looked	at	another	way	–	The	Fed	and	Tech.	Lessons	were	learned	in	
the	Financial	Crisis,	not	the	least	of	which	was	the	materiality	of	decisions	on	timeliness,	amplitude	and	duration	
of	policy	responses	to	a	crisis.	It	was	the	announcement	of	how,	in	the	broadest	terms,	the	TARP	funds	would	be	
deployed	in	2009	that	put	a	bottom	in	the	market.	The	insufficient	size	of	the	initial	relief	program	and	the	
drawn	out	and	incremental	process	of	subsequent	policy	decisions	like	quantitative	easing	(QE)	left	us	with	a	
slow	and	stuttering	recovery	that	still	did	produce	economic	expansion	and	jobs,	and	most	assuredly	fueled	the	
rise	of	asset	prices	as	measured	by	the	stock	market	and	a	lasting	dependence	on	low	policy	rates.	It	was	
different	in	that	the	disintegration	of	markets	in	2007	–	2009	was	systemic	and	broke	from	the	inside	–	the	
markets	melted	down	and	took	the	economy	with	them.	But,	in	2020,	the	previously	healthy	economy	stalled	
and	took	down	the	markets	from	the	outside.	It	was	also	different	in	how	quickly	and	how	massively	
coordinated	policy	and	legislation	were	rolled	out,	shoving	trillions	of	dollars	into	the	US	economy	in	a	matter	of	
weeks.	Liquidity.		
	
Money	that	went	out	in	checks	to	taxpayers,	through	the	CARES	Act	in	programs	like	PPP,	in	enhanced	
unemployment	benefits,	was	rapidly	spent	in	the	real	economy	paying	bills	and	buying	goods,	services,	and	food,	
and	ultimately	filtered	up	into	the	markets	along	with	the	stimulative	dollars	from	rescue	funds	for	industries	
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like	airlines.	The	Fed	piled	on	top	with	various	actions	to	make	borrowing	cheap	and	accessible	(although	not	
for	small	private	businesses)	and	even	stepped	in	as	a	buyer	of	last	resort	for	corporate	debt.	As	has	been	the	
case	since	2009,	a	supportive	Fed	helps	maintain	or	inflate	asset	prices,	and	thus	those	with	access	to	the	
markets	are	relatively	unscathed	after	a	sharp	and	deep	correction	that	sorted	itself	out	as	quickly	as	it	
appeared.	
	
At	the	same	time,	moments	of	maximum	stress	and	difficulty	spawn	moments	of	maximum	innovation	and	
creation.	Suddenly,	every	desk	job	that	didn’t	get	eliminated	became	a	telecommuter	job.	Every	restaurant	that	
stayed	open	became	a	take-out	counter.	Every	meeting	was	held	on	a	computer	screen.	Every	retail	purchase	
was	made	online.	Every	delivery	service	became	a	lifeline.	TV	shows	are	being	produced	in	attics	and	concerts	
are	assembled	in	pieces	and	performed	on	social	media.	In	the	midst	of	this,	with	the	support	of	governments,	
academia,	and	private	enterprise,	there	is	a	global	coordinated	moonshot-level	effort	to	develop	therapies	and	
vaccines	for	COVID-19.	New	opportunities	to	apply	technology	are	exploding	around	us	at	the	same	time	
businesses	that	were	marginal	pre-COVID	are	staring	(or	falling)	into	the	abyss.	The	cycle	accelerated	and	
capital	is	starving	out	obsolete	businesses	and	flowing	to	the	new	economy	at	a	remarkable	pace.	
	
We	see	this	creative/destructive	process,	raw	capitalism	in	a	nutshell,	moving	quickly,	and	the	next	generation	
of	winners	are	being	chosen	now.	Trends	like	de-officing,	ex-urban	migration	of	Millennials,	the	death	of	brick-
and-mortar	shopping,	even	the	decarbonization	of	energy	and	transportation,	are	speeding	up	and	destroying	
value	in	hard	assets	and	commodities	like	real	estate	and	oil,	but	the	capital	and	resources	pulled	away	from	
those	areas	are	having	an	even	larger	catalytic	effect	in	the	businesses	that	benefit	from	these	trends,	like	
telecommunications,	logistics,	and	distributed	power	generation.	
	
Our	view	remains	that	the	greatest	long-term	opportunities	reside	in	the	United	States,	and	the	trillions	of	
dollars	being	thrown	at	the	economy	and	markets	are	evidence	the	government	believes	in	that	trade.	Europe	
still	faces	challenges	that	we	have	discussed	elsewhere	that	held	back	economic	growth	and	market	
performance,	and	pre-COVID	we	were	of	the	opinion	that,	while	not	the	best	opportunity,	Europe	still	
represented	a	good	opportunity	because	its	economic	engine	and	markets	were	undervalued	as	compared	to	
their	potential.	The	deadly	outbreaks	in	Italy,	Spain,	and	France	put	that	on	‘pause’,	but	with	their	pandemic	
houses	now	in	order	and	a	commitment	of	more	than	700	million	Euro	in	coordinated	stimulus	across	the	27	
nation	bloc	(far	less	per	capita	than	the	US,	but	still	encouraging),	we	again	see	an	avenue	to	participate	in	the	
realization	of	that	value.	
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DISCLOSURES	
	
Wilde	Capital	Management,	LLC	is	a	registered	investment	adviser.		Information	presented	is	for	educational	purposes	only	and	does	not	intend	to	
make	an	offer	or	solicitation	for	the	sale	or	purchase	of	any	specific	securities,	investments,	or	investment	strategies.		Investments	involve	risk	and,	
unless	otherwise	stated,	are	not	guaranteed.		Be	sure	to	first	consult	with	a	qualified	financial	adviser	and/or	tax	professional	before	implementing	
any	strategy	discussed	herein.	Past	performance	is	not	indicative	of	future	performance.	
	
It	is	important	to	remember	that	there	are	risks	inherent	in	any	investment	and	that	there	is	no	assurance	that	any	money	manager,	fund,	asset	
class,	style,	index	or	strategy	will	provide	positive	performance	over	time.	
	
Diversification	and	strategic	asset	allocation	do	not	guarantee	a	profit	nor	protect	against	a	loss	in	declining	markets.	All	investments	are	subject	to	
risk,	including	the	loss	of	principal.	
	
The	information	contained	herein	is	based	upon	the	data	available	as	of	the	date	of	this	document	and	is	subject	to	change	at	any	time	without	
notice.	
	
Portfolios	that	invest	in	fixed	income	securities	are	subject	to	several	general	risks,	including	interest	rate	risk,	credit	risk,	the	risk	of	issuer	default,	
liquidity	risk	and	market	risk.	These	risks	can	affect	a	security’s	price	and	yield	to	varying	degrees,	depending	upon	the	nature	of	the	instrument,	
and	may	occur	from	fluctuations	in	interest	rates,	a	change	to	an	issuer’s	individual	situation	or	industry,	or	events	in	the	financial	markets.	In	
general,	a	bond’s	yield	is	inversely	related	to	its	price.	Bonds	can	lose	their	value	as	interest	rates	rise	and	an	investor	can	lose	principal.	If	sold	
prior	to	maturity,	fixed	income	securities	are	subject	to	gains/losses	based	on	the	level	of	interest	rates,	market	conditions	and	the	credit	quality	of	
the	issuer.	
	
Foreign	investments	are	subject	to	risks	not	ordinarily	associated	with	domestic	investments,	such	as	currency,	economic	and	political	risks,	and	
may	follow	different	accounting	standards	than	domestic	investments.	Investments	in	emerging	or	developing	markets	involve	exposure	to	
economic	structures	that	are	generally	less	diverse	and	mature,	and	to	political	systems	that	can	be	expected	to	have	less	stability	than	those	of	
more	developed	countries.	These	securities	may	be	less	liquid	and	more	volatile	than	investments	in	U.S.	and	longer-established	non-U.S.	markets.	
	
An	investment	in	small/mid-capitalization	companies	involves	greater	risk	and	price	volatility	than	an	investment	in	securities	of	larger	
capitalization,	more	established	companies.	Such	securities	may	have	limited	marketability	and	the	firms	may	have	more	limited	product	lines,	
markets	and	financial	resources	than	larger,	more	established	companies.	
	
Portfolios	that	invest	in	real	estate	investment	trusts	(REITs)	are	subject	to	many	of	the	risks	associated	with	direct	real	estate	ownership	and,	as	
such,	may	be	adversely	affected	by	declines	in	real	estate	values	and	general	and	local	economic	conditions.	
Portfolios	that	invest	a	significant	portion	of	assets	in	one	sector,	issuer,	geographical	area	or	industry,	or	in	related	industries,	may	involve	greater	
risks,	including	greater	potential	for	volatility,	than	more	diversified	portfolios.	
	
Important	Disclosures:	Exchange-Traded	Funds		
	
Exchange-traded	funds	(ETFs)	are	investment	vehicles	that	are	legally	classified	as	open-end	investment	companies	or	unit	investment	trusts	
(UITs),	but	differ	from	traditional	open-end	investment	companies	or	UITs.	ETF	shares	are	bought	and	sold	at	market	price	(not	net	asset	value)	
and	are	not	individually	redeemed	from	the	fund.	This	can	result	in	the	fund	trading	at	a	premium	or	discount	to	its	net	asset	value,	which	will	affect	
an	investor’s	value.	Shares	of	certain	ETFs	have	no	or	limited	voting	rights.	ETFs	are	subject	to	risks	similar	to	those	of	stocks.	
	
ETFs	included	in	portfolios	may	charge	additional	fees	and	expenses	in	addition	to	the	advisory	fee	charged	for	the	Selected	Portfolio.	These	
additional	fees	and	expenses	are	disclosed	in	the	respective	fund/note	prospectus.	For	complete	details,	please	refer	to	the	prospectus.	
	
For	additional	information	regarding	advisory	fees,	please	refer	to	the	Fee	Summary	and/or	Fee	Detail	pages	(if	included	with	this	report)	and	the	
program	sponsor's/each	co-sponsor's	Form	ADV	Part	2,	Wrap	Fee	Brochure	or	other	disclosure	documents,	which	may	be	obtained	through	your	
advisor.	
	
Certain	ETFs	have	elected	to	be	treated	as	partnerships	for	federal,	state	and	local	income	tax	purposes.	Accordingly,	investors	in	such	ETFs	will	be	
taxed	as	a	beneficial	owner	of	an	interest	in	a	partnership.	Tax	information	for	such	ETFs	will	be	reported	to	investors	on	an	IRS	schedule	K-1.	
Investors	should	consult	with	their	tax	advisors	in	determining	the	tax	consequences	of	any	investment,	including	the	application	of	state,	local	or	
other	tax	laws	and	the	possible	effects	of	changes	in	federal	or	other	tax	laws.	
	


