
Lets Knock On Wood

We haven't written lately on Cathie Wood and her ARKK Innovation ETF. But given the popularity
of her funds, their horrendous results over the last three years, and Wood's preposterous claims,
let's knock on Cathie Wood and ARKK.

Wood started the ARKK fund and others in 2014. The flagship fund, ARKK Innovation Fund, seeks
long-term growth through investments in disruptive companies. In the stock market rally of 2020,
ARKK flourished. Consequently, its assets (AUM) rose from $2 billion at the start of 2020 to its
peak of $28 billion in early 2021. ARKK's AUM today is $6.2 billion. Her fund was the poster child
for the 2020 meme stock rally and has since become one of the worst-performing ETFs. Wood's
promises of outsized returns drove speculation in her fund. To wit is a comment from the fund on
December 17, 2021:

?With a five-year investment time horizon, our forecasts for these platforms suggest
that our strategies today could deliver a 30-40% compound annual rate of return during
the next five years. In other words, if our research is correct ? and I believe that our
research on innovation is the best in the financial world ? then our strategies will triple to
quintuple in value over the next five years.? -Cathie Wood

The graph below shows the fund's poor performance, which is even more troublesome when
compared to her claims and the Nasdaq (QQQ). The point of knocking Cathie Wood and ARKK is
to highlight that narratives and market actions can be substantial and, in the longer run, damaging
to investor returns. As our ARKK example shows, reality always catches up with stocks; it's just a
question of when.

What To Watch Today

Earnings

https://www.ark-invest.com/articles/market-commentary/innovation-stocks-are-not-in-a-bubble/


No notable earnings announcements today.

Economy

Market Trading Update

There are many narratives surrounding Bitcoin, from a shield to Government overreach to the
future of digital money. However, regardless of your opinion on the cryptocurrency, it is a terrific
"risk on" proxy.

From a technical perspective, Bitcoin recently ran to the top of its 2-standard deviation range and
has likely started a short-term correction. With a MACD sell signal close to triggering, a reset of
$60000 is likely as Bitcoin remains in a fairly wide trading range following the Bitcoin ETF buying
frenzy.



Given Bitcoin's history of being a good "risk on/risk off" proxy, if Bitcoin breaks below critical
support, we should likely expect the broader market to follow suit. In such a case, we would likely
see momentum trade shifting to a more defensive group of stocks in the index.

Just something we are watching.

The South Park Investment Curse

We stumbled across an interesting article showing an odd correlation between stocks mentioned
on the TV show South Park and poor stock performance. Per the article:

Brent Donnelly, president of Spectra Markets, did the leg work and found that once a
company or its product is featured prominently on an episode of the animated comedy
series, its stock tends to underperform the S&P 500 by 7 percent over the following 12
months.

There may be some logic to the correlation. For instance, if a company's product is popular but
absurd, as is sometimes the case with South Park plot lines, might its market value also be too
high? The table below from the article shows stocks featured on the show since 1998. While the
average results affirm the author's theory, the variance of returns is substantial.

https://realinvestment.wpenginepowered.com/etf-fund-flows-confirm-what-we-knew/
https://tinyurl.com/BBR-2023
https://sherwood.news/markets/did-south-park-ozempic-glp1-stocks/?utm_source=twitter&utm_medium=organic_social&utm_campaign=sherwood_20240529


GDP Revised Lower

Monday's Commentary shared information on the recent spate of economic data revisions lower.
First quarter GDP is now included. It fell from 1.6% to 1.3% yesterday. As shown below, the
revision was driven by a sizable downward revision of consumer spending. The price indexes also
ticked lower by 0.1%. While the first quarter is weak, there are no indications that such weakness
will be sustained in the second quarter. Currently, as we share in the second graph, the Atlanta
Fed's GDP Now is running at 3.5% for the second quarter.
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Tweet of the Day

?Want to achieve better long-term success in managing your portfolio? Here are our 15-trading
rules for managing market risks.?

Please subscribe to the daily commentaryto receive these updates every morning before the
opening bell.
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If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.


