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MARKET DISPERSION: A 
TALE OF BOOMS & BUSTS

Markets have a long and fabled history 
of tortuous booms and busts. As if by 
evolutionary design, this cycle invokes 
pain for both bulls and bears alike.

Today, this phenomenon appears to be 
manifesting itself yet again in the 
continuing divergence between US 
large and US small cap equities. 

Since the end of 2022, a handful of 
goliath, mega cap stocks have 
continued to benefit from expanding 
multiples and fervent investor 
optimism while small caps have largely 
been left behind, fatigued & festering.

This persistent underperformance of 
small caps has resulted in historic 
valuation spreads which suggest 
significant differences in their 
expected returns (see charts).

While this valuation gap has been 
expanding for years, the trend has 
yet to reverse itself - though that’s 
not to say those bears won’t be 
proven right in the future.

As shown in the final chart, rolling 
performance cycles do tend to 
revert sharply - but they also tend to 
last much longer than anticipated

This is why we must avoid the 
temptation to actively jump in or out 
of specific market exposures. While 
the long-term prospects of assets 
will fluctuate over time, we must 
remember that the opportunity 
costs of the durable classes are 
reliably positive. 

Therefore, even though history may 
tilt the odds in favor of small caps 
today, we must still maintain a 
sufficient allocation to large caps in 
order to avoid missing out on what 
could be a continued boom.

UPCOMING EVENTS

Monthly CPI – 2/13

President’s Day – 2/19

FOMC Minutes – 2/21

THE STORY
Divergent Performance

Divergent Valuations:

Performance Cycles: “In Investing, 
What Is 
Comfortable Is 
Rarely 
Profitable.”
- Robert Arnott

Leap Year! – 2/29
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*Sources: Valuation & performance data computed 
internally from Morningstar Direct data as 2/1/2023
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FORTITUDE FLASHBACK

WHAT 
HAPPENED?

SEC Approves Eleven Spot Bitcoin 
ETFs: US regulators approved the 
first listed ETFs to track Bitcoin. 
The game-changing move offers 
investors liquid exposure to the 
world’s largest cryptocurrency 
without having to hold it directly in 
inside of a crypto wallet. (Reuters).

Evergrande Group To Liquidate 
After Failed Restructuring: A HK 
court ordered Chinese developer 
Evergrande into liquidation 
following failed efforts to 
restructure its $300B debt (AP).

Mickey Mouse Is Now In The Public 
Domain: After 95 years, Disney’s 
copyright on Mickey Mouse has 
expired. Anyone in the US can now 
use the steamboat willie version of 
Mickey Mouse without fear of 
copyright infringement (Time).

Amazon Terminates It’s Acquisition 
Of iRobot: Blaming “undue and 
disproportionate regulatory 
hurdles”, Amazon has cancelled its  
purchase of the Roomba vacuum 
maker after the EU signaled its 
objection to the deal (AP).

US equity markets were mixed in 
January with the S&P 500 up 1.7%. 
Global ex-US equity markets fell with 
MSCI World ex-US Index down -1.1%. 

Fixed income markets slowed in 
January as the market reassessed 
high expectations for Fed rate cuts 
causing the Bloomberg Agg Index to 
fall -0.3% in the period.

Alternatives were mixed to start 
the year with continued modest 
gains in hedge funds & private 
credit offset by slight declines in 
real assets and gold. 

Due to reporting lags, some data represents the 
latest return as of the month prior to this period.

*Sources: Each asset class is represented by a corresponding index or fund as of each report’s month-end date. The associated indexes can be found below. This has been provided for 
informational purposes only, and reflects the current opinion of the author, which is subject to change without notice, as are statements of financial trends, which are based on current conditions.

EQUITIES LINGERED

ALTERNATVIES 
SLOWED

FIXED INCOME 
STALLED

MONTH* YTD*

Gold -0.7% -0.7%

Merger 
Arbitrage -0.7% -0.7%

Infrastructure -0.2% -0.2%

Direct 
Lending 1.0% 1.0%

Hedge Funds 0.3% 0.3%

Managed 
Futures -1.5% -1.5%

MONTH* YTD*

Ultra-Short 0.5% 0.5%

Short 0.4% 0.4%

Core -0.3% -0.3%

Long -2.3% -2.3%

High Yield 0.0% 0.0%

US TIPS 0.4% 0.4%

Intl Bonds -1.4% -1.4%

EM Bonds -0.7% -0.7%

MONTH* YTD*

US Large 1.7% 1.7%

US Mid -1.5% -1.5%

US Small -2.6% -2.6%

Global ex-US -1.1% -1.1%

Int’l Dev -0.4% -0.4%

Emerging -3.6% -3.6%

https://www.reuters.com/technology/bitcoin-etf-hopefuls-still-expect-sec-approval-despite-social-media-hack-2024-01-10/
https://apnews.com/article/china-evergrande-property-liquidation-order-7965ab1ec2f0208c53f9298daf8b9fd0
https://time.com/6551496/mickey-mouse-public-domain-steamboat-willie/
https://apnews.com/article/amazon-roomba-european-union-antitrust-decision-53bc9fdc780fa312cf6d83e2fdc96351


General Disclosure.  This information has been developed internally and/or obtained from sources which Fortitude Family Office (“Fortitude”), believes to be reliable; however, Fortitude 
does not guarantee the accuracy, adequacy, or completeness of such information nor does it guarantee the appropriateness of any investment approach or security referred to for any 
particular investor.  Fortitude, its affiliates, and/or its clients may have an investment position in a security or strategy (or related or opposing security or strategy) discussed in this 
information and may change that position without notice at any time.  This material is provided for informational purposes only and is not advice or a recommendation for the purchase or 
sale of any security.

This information may include commentary by Fortitude, in which case all or some of the following may apply:  This information reflects subjective judgments and assumptions, and 
unexpected events may occur.  Therefore, there can be no assurance that developments will transpire as forecasted.  This material reflects the opinion of Fortitude on the date made and 
is subject to change at any time without notice.  Fortitude has no obligation to update this material.  Fortitude does not suggest that the strategy described herein is applicable to every 
client of or portfolio managed by Fortitude.  In preparing this material, Fortitude has not considered the investment objectives, financial situation, or particular needs of any particular 
person.  Before making an investment decision, you should consult your professional advisor, and you should consider whether the information provided in this material is appropriate in 
light of your particular investment needs, objectives, and financial circumstances.  Transactions in securities give rise to substantial risk and are not suitable for all investors.  This 
material is protected by copyright and all other laws, all rights reserved, and no part may be (i) copied, photocopied, or duplicated in any form, by any means, or (ii) redistributed without 
the prior written consent of Fortitude.

Investment Risks. As with any investment strategy, there is potential for profit as well as the possibility of loss. Asset allocation does not ensure a profit or guarantee against a loss. 
Fortitude does not guarantee any minimum level of investment performance or the success of any index portfolio or investment strategy. All investments involve risk and investment 
recommendations will not always be profitable. Past performance is no guarantee of future results and current performance may be higher or lower than the performance shown. The 
investment return and principal value of an investment will fluctuate, so that at any time an investment portfolio may be worth more or less than its original cost. Please contact Fortitude 
for additional information on portfolio performance results, data sources and descriptions, and fees.

Sample Portfolio. Fortitude’s model portfolios provided in this presentation are a representation of a possible allocation Fortitude could recommend but is for illustrative purposes only. 
Actual asset allocations will differ between clients based upon their investment objectives, financial situations, and risk tolerance. Fortitude makes no warranty, express or implied, that 
the depicted allocation will be used to manage an account, or that any specific performance returns identified and described will be achieved in a portfolio.

Model Index Portfolios. All model index performance data shown represent hypothetical results of market index returns designed to show certain risk-return characteristics.  The model 
index and performance portfolios have been constructed using one or more underlying market index returns.

Limitations of Model Performance. Fortitude constructs its model index portfolios using forward-looking estimates of risk and return for each asset class.  Model index portfolios 
represent a hypothetical reconstruction based on historical market data accumulated after the end of a given time period. This hypothetical performance record is merely a reflection of 
the performance of market indexes in the past.  Accordingly, all of the model index portfolios can be constructed with the benefit of hindsight.

Model index performance does not represent actual performance and should not be construed as an indication of such performance. The model index performance results do not 
represent the impact that material economic and market factors might have had on the management decision-making process compared to actually managing client money during that 
period. Model performance also differs from actual performance because it is achieved through the retroactive application of an asset allocation designed with the benefit of hindsight.

Not Comparable to Actual Client Returns/Fees and Costs.  Benchmarks, indexes, funds, and asset class performance shown does not reflect deduction of any Fortitude fees, trading 
costs, or other expenses of trading fund shares, but does reflect the reinvestment of dividends and other earnings.  Results have not been audited or reviewed by any third party.  
Performance results for clients that invest in any actual fund or asset class will vary from the performance data shown due to market conditions and other factors, including client 
objectives, investment cash flows, size and timing of mutual fund (and other investment) allocations, Fortitude fees, trading costs, frequency and precision of rebalancing and 
reconstitution, tax-management strategies, cash balances, varying custodian fees, and/or the timing of fee deductions. The net compounded impact of the deduction of Fortitude fees 
over time will be affected by the amount of the fees, the time period, and investment performance. These and other factors may materially influence performance results and therefore 
actual client performance for any portfolio would only match actual fund performance by coincidence. Actual performance for client accounts may be materially lower or higher than that 
of the fund or asset class performance shown. Clients should consult their account statements for information about how their actual performance compares to that of the fund or asset 
class performance shown.

Fund Performance.  Information regarding the mutual funds and alternative funds shown is provided for information only, does not reflect any specific time period when such mutual 
funds were held by Fortitude clients, and does not reflect any prior performance of clients.  Additional information about each mutual fund and alternative fund is available from 
Fortitude.  The recommended funds are as of a specific date and do not reflect past recommendations or future changes in recommendations.  Mutual funds can lose value.  Mutual 
fund investments are subject to market risk, fluctuate in value, and can result in actual loss of money.  Diversification does not ensure against losses.

Illiquid Investments.  Illiquid investments may not be suitable for all clients.  Investors in illiquid investments must qualify for these investments based on suitability criteria, and they 
must complete subscription documents. 

Reference Above Benchmark Index Reference Above Benchmark Index

US Large S&P 500 Index Hedge Funds Eurekahedge Hedge Fund NR Index

US Mid S&P 400 Index Managed Futures Credit Suisse Mgd Futures Liquid TR

US Small S&P 600 Index Ultra-Short Bloomberg US Treasury Flt Rate Index

Global ex-USA MSCI World ex-USA All Cap NR Index Short ICE US Treasury 1-3Y Bond Index

Intl Dev MSCI EAFE NR USD Index Core Bloomberg Aggregate Bond Index

Emerging MSCI EM NR US Index Long-Term ICE US Treasury +20Y Bond Index

Gold S&P GSCI Gold TR High Yield Bloomberg US Corporate HY Index

Merger Arbitrage IQ Hedge Merger Arb TR USD Index US TIPS ICE US Treasury Inflation Linked Index

Infrastr (Infrastructure) MSCI ACWI Infrastructure NR Index Intl Bonds Bloomberg Global Agg ex-USD Index

Direct Lending Cliffwater Corporate Lending I EM Bonds Morningstar EM BD GR Index
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