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The markets and the S&P 500 did a great job this week of reminding us how important it is to manage risk.  

Here are 4 lessons we were reminded of this week.  

1. Managing equity market risk everyday matters 

2. Markets grind higher and sell off sharply, i.e. risk happens fast 

3. Diversification is important but can introduce more risk  

4. The best way to profit from a falling stock market is to short it 

 

The following charts from this week (August 10 – August 14, 2020) will put these 4 lessons into context. 

 

 

 

The chart below is another big picture reminder that the S&P 500 grinds higher and sells off sharply, i.e. risk happens fast.
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The S&P 500 finished the week +0.64% and though buying the dip was the theme for most of the week the market dropped precipitously on Tuesday 
which can be seen in the chart above. 3D Defender capitalized on the market’s weakness on Tuesday and was up +0.60% on Tuesday and finished the 
week +0.24% (25% funded and gross of fees).   

This week is another reminder of how 3D Defender can profit during an up week and how we’ve been able to help our investors consistently profit from 
stock market declines and step aside during market rallies. We also take great pride in having profitably shorted the longest bull market and fastest bear 
market in history.  

Here are some noteworthy facts:  

• The S&P 500 has rallied a historic 50% in the last 102 trade days. 

• The S&P 500 is within 1% of an all-time high. 

• The Warren Buffet Indicator is at an all-time high of 177 and is saying the stock market is more overvalued now than it was prior to the three 
largest S&P 500 corrections in the last 20 years (-51%, -58% and -36%). Prior to those corrections the Warren Buffet Indicator was reading 139, 
107 and 152 respectively (See chart below).  
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We are rooting for the stock market to continue higher and are thrilled with the recent V shaped “recovery” and historic ascent. 
 
As a buy and hold investor or passive stock market investor you are guaranteed to make money every time the market goes up and in the last 4+ months 
the S&P 500 Index is up over +50%. Think about that. You have had to do nothing other than own the market or “buy and hold” and you’ve just participated 
in a historic +50% gain in the S&P 500 last 102 days. Guaranteed gains when the market goes up are clearly not the problem and I can understand why 
investors would be frustrated with paying fees to underperform the market when it rallies and then are guaranteed losses when the stock market declines. 
That's just not fair. 
 
Guaranteed losses every time the market goes down is the problem and for the life of me I don't understand why those fiduciaries with the responsibility 
of protecting equity market investors and managing equity market risk care about anything other than addressing the problem head on and helping stock 
market investors profit from stock market declines.  
 
The professional investment community preaches about the preservation of capital, the desire to achieve better risk adjusted returns, and risk 
management, but what are they doing to manage the largest risk in your portfolio? 
 
Equity market risk is likely the biggest risk in your portfolio which means it is also your biggest problem. 3D Defender is our solution to your biggest 
problem. 3D Defender is our active defensive S&P 500 program that addresses the problem head on every day. This is our expertise and why I founded 
3D Capital and assembled a team with over 100 years of experience researching, developing, and managing equity risk mitigating strategies.   
 
3D Defender’s investment objective is to consistently profit and outperform the S&P 500 when the S&P 500 is down on the month, and it has a long history 
of profiting from stock market declines. This can be seen in the chart below.  

• 3D Defender live 9 plus year track record 

• S&P 500 has had 37 down months (February 2011 – July 2020) 
 
 

 
 

 

It is our responsibility to protect you and be a value-add. 3D Defender manages equity market risk every day because everyday matters. Whether it's a       
-50% descent or a small down day; the downside in the equity market is the risk that needs to be managed and where we can help you.  

If you have questions about managing equity market risk, we welcome a conversation and would be glad to answer your questions. We also welcome a 
call or Zoom meeting with you, your advisor or consultant.  

Thank you for your participation and interest in 3D Defender.  

Have a nice weekend and best wishes and health to you and your families.  

 


