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September 4, 2020 

A new week, a new all-time high in the S&P 500, and another reminder that we have entered a new volatility regime in the 
equity market.  

If you missed last week’s update, we provided a ton of information and insight into the market’s new volatility regime, 
charts, warnings signs, and how and why we manage equity risk one day at a time. All of our updates (through last week), 
are available at www.3dcapitalmanagement.com. As a reminder, 3D Capital exists to protect stock market investors. 

The S&P 500 started this week by rallying nearly 3% to a new all-time high on Wednesday, September 2, 2020. This was the 
same day I posted this LinkedIn video asking Mr. Buffet if he was concerned about market valuations. I provided my answer.  

The chart below shows this year’s +64% rally which included the best 50 and 100 days in stock market history. After making 
a new all-time high on Wednesday, September 2, 2020 and rallying +64% off the March 23, 2020 low, RISK HAPPENED FAST. 
The day after the market’s new all-time high the S&P 500 opened lower, tried to fill the gap, failed, and then fell apart in a 
hurry, i.e. RISK HAPPENED FAST. This is obvious to the eye in the chart where I have inserted a red circle.  

 

The red circle represents the problem all stock market investors have and that is guaranteed losses every time the stock 
market declines. Guaranteed historic gains when the market rallies are not where investors need help. Stock market 
investors need help protecting their equity market risk and profiting from stock market declines. Declines in the stock 
market represent an opportunity and risk that needs to be managed.  

You will often here me say 1. Managing equity market risk everyday matters 2. Risk happens fast and 3. The best way to 
profit from a falling stock market is to short it. To share what this looks like and provide visuals I included charts, 
performance, and information in last week’s update. For those who prefer video, my September 3, 2020 LinkedIn video 
titled “3 Fact Thursday” can be viewed here video link. 

Before we really dive into last week let’s look at what happened in January of 2018 and calendar year 2018 which was the 
first down year for the S&P 500 in 10 years and the beginning of the new volatility regime. The day after making a new all-
time high on January 26, 2018, the S&P 500 dropped -12% (high to low) in 10 days and clearly entered a new volatility 
regime.  

As a reminder 2017 saw the lowest levels of volatility in stock market history. This was followed by an up month in January 
of 2018, which was the 16th consecutive up month. Then after a new all-time high on January 26th, 2018 everything changed.  

http://www.3dcapitalmanagement.com/
https://www.linkedin.com/posts/eric-dugan-3b703ba_sp500-uhnw-uhnwi-activity-6706921538190417920-0cOk
https://www.linkedin.com/posts/eric-dugan-3b703ba_sp500-uhnw-uhni-activity-6707307745403523072-BjCO
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The S&P 500 saw the fastest stock market correction in history (to date and minus a crash) and the market dropped -12% 
in 10 days. What was lost in 10 days was made back and then some over the next 8 months. This is another reminder that 
markets grind higher and sell off sharply. Then just days after a new all-time high in September of 2018, RISK HAPPENED 
FAST and the market began its -20% descent and finished 2018 down on the year. This was the first down year in 10 years.  

The chart below puts 2018 into perspective. I’m also sharing this chart because there are similarities today in the S&P 500 
and global markets. It’s also a great reminder of “3 Fact Thursday”.   

1. Managing Equity Market Risk Everyday Matters 
2. Risk Happens Fast 
3. The Best Way to Profit from a Falling Stock market is to Short it 

 

 

RISK HAPPENING FAST and around new all-time highs has been the “norm” since entering this new volatility regime in 2018. 
This can be seen in the chart below where I’ve inserted red arrows. These red arrows represent risk and opportunity.  
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Now let’s look at what happened this week. 

 

As you can clearly see from the chart above the market traded in a very narrow range to start the week and though the 
market tested lower each day, dips were bought and the market rebounded to a new all-time high. That changed in a hurry, 
and on Thursday, the day after a new all-time high, RISK HAPPENED FAST.  

To give you a better idea of how fast, i.e. velocity and magnitude of intraday swings, I have isolated Thursday and Friday 
below. This will hopefully impress upon you how fast things can change and why it’s so important to manage equity market 
risk one day at a time. The blue bars within the S&P 500 charts below represent 5-minute intervals. Below the charts I have 
also included the daily ROR estimates for the S&P 500 and 3D Defender (25% funded and gross of fees). 
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After rallying nearly 3% in the first 3 days of this week the S&P 500 finished this week -2.3%. 3D Defender was short each 
day this week and though started the week with losses, was profitable when the S&P 500 dropped the last two days of the 
week. 3D Defender finished the week -0.40% (25% funded and gross of fees). A 3D Difference of +1.9% on the week and 
more specifically a 3D Difference of +4.7% during the S&P 500’s two-day slide (see below). 

As you can see from the charts above the descent in the S&P 500 on Thursday and Friday was anything but orderly and the 
market incurred multiple intraday swings in excess of 1% and 3% on Friday. This was nothing compared to the first quarter 
of 2020 that saw an average rally off the intraday low in March of +5% and with some days exceeding +8%.  

The S&P 500 finished the month of August +7.01% and 3D Defender finished -1.68% (25% funded and gross of fees).  

I cannot emphasize enough that we are in a new volatility regime in the S&P 500. Here is an updated chart from last 
week’s update, and that is a great reminder that managing equity-market risk everyday matters and that RISK HAPPENS 
FAST. Every day is the right day to be protected and with the equity market near all-time highs now is the best time. 

 
I often say the best way to profit from a falling stock market is to short it. The recent two day losing streak in the S&P 500 
is an example of that. Below is the estimated two-day return of the S&P 500, 3D Defender, US Bonds, and Gold.   

Sept 3, 2020 – Sep 4, 2020 

S&P 500: -4.3% 
3D Defender +0.4% 
US Bonds: -1.1% 
Gold:  -0.5% 
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2018 was also a great reminder that the best way to profit from a falling stock market is to short it.  

 
 
There continues to be warning signs around the world that the say the S&P 500 is vulnerable to the downside (need 
confirmation). The S&P 500 “Offense” and 3D Defender “Defense” is better together than apart. This can be seen in the 
chart below and our live 9-year track record. If you have any questions about any of the information herein or want to begin 
a dialogue, please contact us. We are here to help. 

 

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

P.S. We hope that if school has started for your children that it’s been as good as it can be. 
Here is a picture of our family on Jacob’s first day of third grade which was also his first day 
at a new school. It was exciting for all of us and for so many reasons. When I asked Jacob how 
he was feeling he said “Daddy, I’m nervous and excited and I keep telling myself that the last 
time I felt like this I had fun”. He’s going to school but keeps teaching us. 

 

 


