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Market Update                      March 20, 2020 
 
 
Dear Fellow Investors, 

 

Given the extreme volatility of the past week, another brief update seemed warranted. March figures for 

Upslope are estimates only and as of today’s close.1 

 

 
 
This has been the single most volatile period of my 16-year career. All things considered, I’m pleased with 

performance. Given the intense volatility, this could change quickly. I remain highly-focused on protecting 

and ultimately growing our capital. Some thoughts on a few key topics are provided below. 

 

Market/Economic Conditions 

 

In my view, the market was outright expensive just before the COVID-19 situation unfolded and the market 

collapsed. Today, valuations appear reasonable or better. However, I believe many individual stocks and 

the market as a whole are “value traps” (i.e. price/earnings ratios are superficially attractive because the 

earnings piece needs to be cut – significantly). That said, with small/mid-caps down almost 40% YTD, there 

are clearly pockets of genuine value. 

 

As large portions of the U.S. go into lockdown, my biggest concern is the impact on small business. Given 

seemingly-stretched balance sheets, even a lockdown of limited duration (e.g. 3-4 weeks, which feels like 

a win today) seems likely to be devastating for small businesses, employment, and the economy at large. 

I’ve observed quite a few investors attempting to “look-through” COVID-19 events – treating this whole 

situation as a one-off event, after which the economy will simply return to “normal.” I believe this is a big 

mistake, as a complex economy does not have a simple “on/off” switch. 

 

Portfolio & Positioning 

 

Since the last update, we’ve added a U.K.-based long and aggressively managed the short book (re-sizing 

existing positions, exiting a few that played out, and adding a new event-driven short). We also exited the 

Gartner (IT) and Hilton Grand Vacations (HGV) longs – two businesses directly impacted by current events 

with B-quality balance sheets. Our largest longs are extremely defensive businesses with good long-term 

 
1 Source: LICCAR (Jan, Feb), Upslope (estimated Mar. results), Morningstar and Hedge Fund Research, Inc. Unless otherwise 
noted, returns shown net of fees for composite of all accounts invested according to Upslope’s core long/short strategy. Individual 
account performance may vary; clients should always review statements for actual results. Past performance is no guarantee 
of future results. 
2 March and YTD returns estimated as of Mar. 20, 2020 close, except for HFRX data, which is through Mar. 19, 2020. 

 Jan Feb Mar2 YTD 

Upslope 0.0% -2.3%   -3.2% -5.4% 

S&P Midcap 400 (MDY) -2.6% -9.4% -30.8% -38.9% 

HFRX Equity Hedge Index -0.3% -3.8% -11.9% -15.6% 
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growth prospects and excellent balance sheets (average net leverage of 0.8x). More details on all of the 

above will be provided in the Q1 letter.  

 

Positioning-wise, we’ve been at the very bottom of our typical 25-75% net long range since late-January. 

I’d love to bump up net exposure, but am in no rush to do so. Even if we do, my current thinking is that 

increases in net exposure are likely to be short-lived. Gross exposure sits around 100% and I expect it to 

remain modest until volatility subsides. 

 

Closing Thoughts 

 

I am incredibly thankful for the trust you have placed in me to manage a portion of your hard-earned money. 

This is true twice-over, given the historic events occurring in markets and across the world. I hope you and 

your loved ones are and continue to be safe and healthy. Thank you again. 

 

Sincerely, 

 

George K. Livadas 

george@upslopecapital.com 

(720) 465-7033  

mailto:george@upslopecapital.com
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IMPORTANT DISCLOSURES 
 

Upslope Capital Management, LLC (“Upslope”) is a Colorado registered investment adviser. Information presented is for discussion 
and educational purposes only and does not intend to make an offer or solicitation for the sale or purchase of any specific securities, 
investments, or investment strategies. Investments involve risk and, unless otherwise stated, are not guaranteed. Be sure to first 
consult with a qualified financial adviser and/or tax professional before implementing any strategy discussed herein. 
 
While Upslope believes all information herein is from reliable sources, no representation or warranty can be made with respect to 
its completeness. Any projections, market outlooks, or estimates in these materials are forward-looking statements and are based 
upon internal analysis and certain assumptions, which reflect the views of Upslope and should not be construed to be indicative of 
actual events that will occur. As such, the information may change in the future should any of the economic or market conditions 
Upslope used to base its assumptions change.  
 
The description of investment strategies in these materials is intended to be a summary and should not be considered an 
exhaustive and complete description of the potential investment strategies used by Upslope discussed herein. Varied investment 
strategies may be added or subtracted from Upslope in accordance with related Investment Advisory Contracts by Upslope in its 
sole and absolute discretion. 
 
Any specific security or investment examples in these materials are meant to serve as examples of Upslope’s investment process 
only. There is no assurance that Upslope Capital will make any investments with the same or similar characteristics as any 
investments presented. The investments are presented for discussion purposes only and are not a reliable indicator of the 
performance or investment profile of any composite or client account. The reader should not assume that any investments identified 
were or will be profitable or that any investment recommendations or investment decisions we make in the future will be profitable. 
Any index or benchmark comparisons herein are provided for informational purposes only and should not be used as the basis for 
making an investment decision. There are significant differences between Upslope’s strategy and the benchmarks referenced, 
including, but not limited to, risk profile, liquidity, volatility and asset composition. You should not rely on these materials as the 
basis upon which to make an investment decision. 
 
There can be no assurance that investment objectives will be achieved. Clients must be prepared to bear the risk of a loss of their 
investment.  
 
Any performance shown for relevant time periods is based upon a composite of actual trading in accounts managed by Upslope 
under a similar strategy. Except where otherwise noted, performance is shown net of management and incentive fees (where 
applicable), and all trading costs charged by the custodian. Composite performance calculations have been independently verified 
by LICCAR, LLC. Performance of client portfolios may differ materially due to differences in fee structures, the timing related to 
additional client deposits or withdrawals and the actual deployment and investment of a client portfolio, the length of time various 
positions are held, the client’s objectives and restrictions, and fees and expenses incurred by any specific individual portfolio. 
 
Benchmarks: Upslope’s performance results shown are compared to the performance of the HFRX Equity Hedge Index, as well 
as the exchange-traded fund that tracks the S&P Midcap 400 (ticker: MDY). The HFRX Equity Hedge Index is typically not available 
for direct investment. Benchmark results do not reflect trading fees and expenses. 
 
The HFRX Equity Hedge Index (source: Hedge Fund Research, Inc. www.hedgefundresearch.com, © 2020 Hedge Fund Research, 
Inc. All rights reserved) was chosen for comparison as it is generally well recognized as an indicator or representation of the 
performance of equity-focused hedge fund products. Any other benchmarks noted and used by Upslope have not been selected 
to represent an appropriate benchmark to compare an investor’s performance, but rather are disclosed to allow for comparison of 
the investor’s performance to that of certain well-known and widely recognized, investable indexes.  
 
PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS 
 
These materials may not be disseminated without the prior written consent of Upslope Capital Management, LLC. 


