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August 28, 2020 - Another week another new all-time high in the S&P 500.   

If you are saying to yourself, I have never seen anything like this before it’s because you haven’t.  

Here is a quick recap: 

• Q1 2020 > Fastest Bear market in history and happened overnight (-25% overnight +5% during the day). 

• Q2 & Q3 2020 > Greatest 100-day rally in stock market history and the S&P 500 rallies +60% off its March low. 

If that doesn’t raise your eyebrows and tell you we’ve entered a new volatility regime I’m not sure anything will.  

We are thrilled with the stock market’s historic gains and that the buy and hold investor has been historically rewarded. As 
rewarding as the recent rally has been, quite frankly, it should also be disconcerting.  

As a reminder, I founded 3D Capital to do one thing and that is to protect the buy and hold stock market investor.  

Guaranteed gains when the market rallies are not the problem. The problem is Q1 of 2020 and the 43 down months during 
the longest bull market in history.  

Our mission and investment objective are “simple”: To profit from intraday stock market declines and step aside when the 
market rallies. More specifically it is to consistently profit and outperform the S&P 500 when the S&P 500 is down on the 
month. I take great pride in defending our investor’s equity portfolios every day. This is how we have helped our investors 
profitably short the longest bull market and fastest bear market in history. That said I believe the greatest accomplishment 
in 3D Defender’s live 9+ year track record has been how we have managed this year’s “Black Swan” event, historic overnight 
descent and subsequent historic +60% rally. That is not a typo. The S&P 500 has rallied +60% in 5 months. If you wanted to 
write a script for the worst-case scenario for a Defensive Intraday Short Bias S&P 500 Program, this year would be it. And if 
you wanted to write a script for the best-case scenario for the buy and hold stock market investor, the last 5 months would 
be it. You will often here me say you cannot profit from stock market weakness without identifying strength and this historic 
year and parabolic rally has been our greatest test to date.  

Our investors hire 3D Capital to help them profit from stock market declines and step aside during rallies so they can enjoy 
their guaranteed gains. The best way to profit from a falling stock market is to short it. The S&P 500 is all Offense all the 
time and 3D Defender is built to protect you and play Defense when you need it not when you don’t. This is our expertise 
and our track-record, and this year is a testament to that. You will also often here me say if you are a stock market investor 
you are better with 3D than without. This can be seen in our live 9+ year track record below.   

  

We take our job very seriously and believe it is our responsibility to educate and protect stock market investors. By protect 
we mean defend their equity portfolio every day and seek profits from daily declines. The equity market represents the 
largest risk in most investor’s portfolios, and with risk comes reward and the stock market has been historically rewarding  
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in the last 5 months. Now the other side of that equation is risk and how are you managing it? We already know that the 
equity market is the largest part of your portfolio so that alone justifies managing it every day. The data also backs that up. 
Now there are those that will choose tolerating a loss as a solution and to that I say no thank you. Others may choose to 
diversify into other asset classes, but you still must protect your equity market basket and diversification can introduce 
more risk. The bottom line is that the best way to profit from a falling stock market is to short it and managing the worst 
days in the equity market matters. Again, the data backs this up. 

I’m competitive and like to win. In fact, I don’t know anyone that likes to lose. If I can help you manage the downside of 
your equity portfolio and profit from stock market declines and beat the S&P 500 when it’s down on the month; and you 
can profit from guaranteed stock market gains when the market rallies, it’s clearly a WIN WIN and it’s logical. 

Earlier I provided data from 2020 that clearly demonstrates we are in a new volatility regime. Ironically, it was about a 
year ago that I visited Bloomberg TV and discussed the markets entering a new volatility regime. Here is the Video Link. 

To provide you a deeper look into how 3D Defender manages risk and when the new volatility regime began in 2018, I 
have assembled the chart and data below. It will be abundantly clear that the day after the stock market’s new all-time 
high in January 2018 things changed in a hurry. This is the historical “norm”, i.e. RISK HAPPENS FAST. 

 

 

After the quietest year in history in 2017, 9 consecutive positive years, 16 consecutive positive months, and the day after 
a new all-time high in January 2018, the S&P 500 had its fastest stock market correction in history (to date and minus a 
crash), and had its first down year in 10 years (-6%). 

https://www.bloomberg.com/news/videos/2019-08-14/markets-have-entered-a-new-volatility-regime-3d-capital-s-dugan-says-video
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In 2018 the S&P 500 enters a new volatility regime (see below) and the S&P 500 reminds us that RISK HAPPENS FAST. Since 
2018 and the new volatility regime there have been numerous S&P 500 declines in excess of -7%. The top 6 declines are in 
the preceding chart and the specific dates are listed below. Included in the preceding chart and below is 3D Defender 
performance (25% funded and gross of fees).   

RISK HAPPENS FAST 

                        S&P 500            3D Defender 

• -8% in 11 days (Jan 26 – Feb 9)       +10% 

• -8% in 14 days (Mar 13 – Apr 2)         +6% 

• -11% in 19 days (Oct 4 – Oct 29)       +14% 

• -15% in 15 days (Dec 4 – Dec 24)         +4% 

• -7% in 23 days (May 1 – Jun 3, 2019)    -6% 

• -35% in 24 days (Feb 19 – Mar 23, 2020)      +2% 

 
The new volatility regime in the S&P 500 continues in 2019 and 2020 

• 2019: +45% to a new all-time high (from Dec 2018 low) 

• 2020: -35% in 24 days: Fastest Bear Market in history (Overnight) 

• 2020: +60% to a new all-time high (from Mar low) and best 100 days in stock market history 
 

 
 
This performance is consistent with 3D Defender’s 9+ year track record and why you will often here me say 
stock market protection can pay you and that it can be a WIN WIN! 
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Now let’s look at what happened this week. There have been and continue to be repeated warnings signs both 
fundamentally and from markets around the globe that say the S&P 500 is vulnerable to the downside (need confirmation).  

 

Every day this week we saw confirmation, and every day we saw that confirmation rejected. 3D Defender was there each 
day and managed the risk accordingly. To provide you further insight into how we manage risk and have been able to step 
aside during nearly all of this historic +60% rally, I have included the short 3D Defender entry price and exit price, i.e. the 
price at which defense was put on and taken off the field so the buy and hold investor could enjoy their guaranteed gains 
(offense). The red line is the short entry price and the green line is the short exit price. You can see in all but one day this 
week, the market closed higher than where the short position was covered. The S&P 500 finished the week +3.3% and 3D 
Defender finished the week -0.76% (25% funded and gross of fees). 

Weakness in global stock markets continue to say the S&P 500 is vulnerable to the downside (need confirmation). Other 
warning signs include the VIX and S&P 500 being up two consecutive weeks and the charts below.   
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On Friday August 28, 2020, the S&P 500 made a new all-time high AND the Warren Buffet Indicator which says where we 
are with market valuations is saying the stock market is significantly overvalued. Based on the historical ratio of total market 
cap over GDP (currently at 184.7), the stock market is likely to return -3.3% a year from this level of valuation, including 
dividends. Warren Buffet has said this ratio is “probably the best single measure of where valuations stand at any given 
moment.” It’s worth noting that the Warren Buffet Indicator has accurately predicted the 3 largest S&P 500 declines in 
the last 20 years (-51%, -58% and -35%), when the ratio was 136, 107 and 152. The ratio now stands at 184. 
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The S&P 500 is also now more concentrated in the 5 largest stocks than ever and has eclipsed the Dot-Com level which 
preceded three consecutive down years in the S&P 500 (2000, 2001 and 2002) and a -51% decline. In 2000 the 5 largest 
stocks were 18% of S&P 500 market cap. They are now over 22%. 

 

MANAGING EQUITY MARKET RISK EVERY DAY MATTERS. THE CHART AND DATA BELOW MAKES THAT VERY CLEAR. 

Missing the best days matters and missing the worst days matter more. 3D Capital actively manages the worst days. 
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It is interesting to note that the annualized return in the S&P 500 for the last 20 years has been +6% and that as of Friday, 
August 28, 2020: 

• The S&P 500 is up +8.6% YTD in 2020 

• The S&P 500 has rallied +60% off its March low 

• The S&P 500 closed at its highest level in history 

• The S&P 500 is more overvalued now than in history  

(According to the Warren Buffet Indicator) 

We are encouraging you to stay long the stock market to avoid missing any of the best days but also stay protected to 
actively manage the worst days. 3D Defender actively manages the worst days and is built to help you generate better risk 
adjusted returns in the S&P 500. The chart below, and it’s logical, will demonstrate that Offense (S&P 500) and Defense (3D 
Defender) is better together than apart.  

 
 

THE BEST WAY TO PROFIT FROM A FALLING STOCK MARKET IS TO SELL IT. 

THIS IS 3D CAPITAL’S EXPERTISE. 

 

CALL OR TEXT: 609-947-0405  

WWW.3DCAPITALMANAGEMENT.COM 

WE ARE HERE TO HELP YOU PROTECT YOUR HISTORIC STOCK MARKET GAINS AND  

3D CAPITAL WILL DEFEND YOUR EQUITY PORTFOLIO EVERY DAY BECAUSE EVERYDAY MATTERS! 

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

Enjoy your last weekend of August and best wishes and health to you and your families. 

Good luck also to you and your families with the new school year and the apprehension and uncertainty that it will likely 
bring for all of us. We will be thinking of you.   

http://www.3dcapitalmanagement.com/

