
The House View: TFG’s Investment Update 

These markets continue to shock and awe. Aside from the entertainment value, there is plenty to keep 
an eye on. With that in mind, see below three themes we are watching closely for the second quarter, as 
well as our current asset allocation tilts.  

1. Treasuries Take a Breather as Growth Makes Up Ground on Value  
As discussed in previous editions of the House View, the Growth vs. Value debate within US equities has 
been one of the hottest topics in the investment world for the past year. Value equities started off the 
year strong as investors prepared for a strong economic recovery that would favor cyclical companies. 
Meanwhile, rising interest rates dampened the future earnings outlooks of many growth companies, 
leading to volatility.  

With that said, Growth has begun to make up ground on Value as interest rates have stabilized, with the 
Russell 1000 Growth Index returning +6.1% since March 15th. In that same period, the Russell 1000 
Value index has returned only +1.5%. Despite the recent bounce for Growth, Value is still well-ahead on 
a year-to date basis, up +13.4% versus +8.6% for Growth. Moving forward, we believe that interest rates 
will continue to move up as the economy recovers, favoring Value (cyclical) companies along with Small 
& Mid Cap companies.  

*Performance data is from Morningstar.com and as of 4/21/2021* 

Implementation:  
Within our in-house investment models, we have taken a more balanced approach between 
Growth and Value. Our US equity allocation tilts towards Value, where our ex-US equities tilt 
towards Growth. In general, we believe Small & Mid-Cap companies will continue to benefit 
from the economic recovery over the next 12-18 months while growth companies will continue 
to see consolidation. Outside of the US, we still believe the best opportunities will be in 
companies focused on Growth.  

2. The Importance of Distinguishing Established Tech vs. Speculative Tech  
One of the most pronounced narratives that investors clung to during the beginning of the Pandemic 
(March-May 2020) was the rise of tech companies, especially those linked with “work from home” 
technology. Whether it was video conferencing, in-home exercise equipment, or cloud computing, 
investors piled into these “WFH” companies without necessarily reviewing the long-term growth 
prospects of the companies. Unfortunately, the explosive returns of the speculative companies did not 
last, and many of the stocks have since fallen 20-40% from their highs in 2020.  

The reason we highlight the above is to provide context surrounding our approach to the Technology 
Sector. We believe that Technology will continue to adapt and grow within our society as it has since the 
late 90’s, but we want to ensure we are exposed to established companies with bulletproof balance 
sheets, sustainable competitive advantages and excellent growth prospects over the long-term. These 
established tech companies are a far cry from the speculative tech companies mentioned in the above 
paragraph.  

Implementation:  
We still believe Technology will be a strong performing sector but want to underline the 



importance of investing in well-established, well-capitalized businesses with clear growth 
prospects. We do not speculate within our in-house investment models.  

3. Emerging Markets Continue Struggle after Hot Start 

 After an explosive first six weeks of 2021, the Emerging Markets asset class has seen significant 
consolidation and now lags every major equity index on a year-to-date basis. From January 4th to 
February 16th, the MSCI Emerging Markets Index returned +10.76%. Contrarily, from February 17th to 
April 20th the Index fell -5.55%, netting out to a year-to-date return of +4.4%.  

The recent downturn can be primarily attributed to surges in US Treasury Yields and the corresponding 
strength in the US dollar, putting downward pressure on Emerging Market currencies (and the 
companies that primarily use those currencies). Our secular outlook is that the dollar will weaken over 
time, so we are still optimistic about emerging markets. US investors have also been fleeing emerging 
markets to “safer shores” reallocating funds back into the US. This rotation looks to be correlated to the 
inability of many Emerging Markets countries to widely administer the vaccines to their citizens.  

*Performance data is from Morningstar.com and as of 4/20/2021*  

Implementation:  
We have maintained our cautious approach to the Emerging Markets asset class despite our 
belief that the recent strength in the US Dollar will be short-lived and that the US Dollar is in a 
secular downtrend. We will note that Emerging Markets remains undervalued from a 
Price/Earnings perspective when measured against most other major indexes (see chart below). 
We will continue to watch these asset classes closely and believe that the actively-managed 
funds we utilize in this space will continue to pursue attractive opportunities.  

Pulling It Together: Asset Allocation Recommendations 

• Overall: Overweight stocks relative to bonds when risk tolerance allows  
• Equities 

o Balanced Value and Growth o 
o Balanced between the US and Global o Overweight US Small & Mid Cap  
o Overweight International and reviewing Emerging Markets  

• Fixed Income  
o Overweight Multisector and Convertible bonds  
o Underweight "Core" bonds, including Treasuries  
o Balanced Investment Grade and High-Yield  

We will continue to frequently review portfolios to ensure that they reflect our best and most current 
ideas. As always, if you have any questions or would like to discuss the above topics further, please do 
not hesitate to contact us. 
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