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Holdings & Performance Update: Predictably Violent Snapback 

All Blue Harbinger portfolios delivered double digit 

gains in January easily outpacing the 8% gain for 

the S&P 500. What’s more, this violent market 

snapback has been mostly predictable, but the 

question is whether it tripped you up (did you 

panic and sell at the wrong time?). This report 

reviews the performance of our investment 

strategies, including commentary on many of our 

individual holdings. We also highlight where we’re 

seeing the best opportunities going forward. 

Performance and Holdings 

The market rebounded rather violently in January, 

which turned out to be the best January for the 

S&P 500 since 1987. The S&P 500 gained 8.01%, and here is a look at how the market 

performed across styles and sectors. 

 

 

Key Takeaways: 

• All Blue Harbinger 
strategies outperformed 
the S&P 500 in January, 
and delivered double 
digit returns. 

• When the market sells 
off, don’t panic, it’s 
generally a better time to 
hold. 

• We are excited about the 
long-term return 
potential of our current 
holdings. 
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Blue Harbinger Strategy Performance 

And for comparison purposes, our Blue Harbinger portfolios gained 12.8% (Disciplined 

Growth), 11.4% (Income Equity), and 10.5% (Balanced Portfolio). And here is a look at 

the since-inception performance of the strategies: 

 

Blue Harbinger Holdings 

Here is a look at the holdings within our Blue Harbinger strategies. 

Also important to note, the yield 

is attractive across the strategies, 

particularly the Income Equity 

(+5.8%) and the Balance Portfolio 

(+6.2%). 

Holdings Commentary: 

Predictably Powerful 

Snapback 

The steeper the sell-off, the more 

violent the snapback. That’s how 

we feel about attractive long-

term investments after a market 

wide sell-off like we experienced 

in Q4. And it’s also what we’re seeing so far in 2019 as stocks completed their best 

January in over 30 years. No one knows with absolutely certainty what will happen to 

stocks in the short-term (will they go higher or lower?), but over the long-term the market 

will go much higher and attractively valued companies will go even higher than the 

market. 
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For our own holdings, many of the 

stocks that sold off in December 

have come screaming back 

higher so far this year. For 

example… 

Powerful Growth Equities 

Many of the most powerful 

growth stocks we own, gained 

over 20% in January… 

Netflix (NFLX) gained 26.8% in 

January. And ironically to many 

(but not to us) the stock price 

jumped higher after 

management announced they 

were increasing the subscription 

price by a very small amount for 

new subscribers. As we’ve been 

pointing out all along, Netflix (as 

a streaming content service) is 

extremely inexpensive (as compared to cable), and Netflix can continue to increase its 

price many more times before subscribers even blink. Not to mention Netflix can still 

triple the number of subscribers it has. All told, this is a stock that still has A LOT more 

upside, even after the big January gain. 

Shopify (SHOP) was up 21.7% in January, and it still has a ton more upside. If you don’t 

know, Shopify provides a cloud-based, multi-channel commerce platform designed for 

small and medium-sized businesses. And as we have written about previously, Shopify is 

growing rapidly, with essentially no competition and an enormous total addressable 

market (i.e. a lot more room to grow). Not surprisingly, as a powerful growth stock, 

Shopify sold off hard in December as powerful growth stocks do when the market gets 

nervous and panics. However, nothing has changed that will deter the growth and the 

price will continue to rise over the quarters and years ahead (albeit it at a volatile 

pace). 

Facebook (FB) was up 27.2% in January as it announced expectation-beating earnings 

in the face of heightened pessimism and bad press related to privacy concerns. 

However, this is a company with truly unparalleled user data that is extremely valuable 

to advertisers, and advertisers are happily willing to pay up for the data. And as 

investors fear slowing user growth, Facebook owns Instagram—another enormous 
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platform for growth. This company’s margins are too high and its data is just to valuable 

to advertisers. Despite bad press, Facebook shares are going much higher in the long-

term. 

ServiceNow (NOW) was up 23.6% in January. As we’ve written before, ServiceNow’s 

cloud-based software-as-a-service solutions are in high-demand as enterprises continue 

to migrate cross departmental workflow into the cloud. What’s particularly attractive 

about this company is the very high renewal rates, as well as the land-and-expand 

business which further strengthens the powerful growth. It’s not rational that the shares 

sold off, the subsequent rebound has been particularly predictable, and ServiceNow 

has an enormous runway for continued long-term growth. 

High Yield Update 

Generally speaking, the 

market correlates higher yield 

with higher risk, and when the 

market gets scared, high yield 

dell off indiscriminately. This is 

usually a more attractive time 

for discriminating investors to 

invest; or at the very list for 

smart investors to hold on to 

their positions instead of 

panicking. For example, as 

shown in the following chart, 

many of our high yield bonds 

sold off at the end of 2018, but 

have already since started to 

rebound. 

We like all of these bonds 

because they offer high yields 

and because they also offer 

attractive price appreciation 

opportunities. 
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And if individual bonds is too much concentration risk for you, be like bond close end 

funds such as PCI and BTZ, as we have written about numerous times in the past. 

Further still, many big dividend preferred shares are still trading at attractive prices such 

as TOO-B and TGP-B. 

As yet another example, our high-yielding mortgage REIT shares of New Residential 

(NRZ) had sold off hard at year end, but have since made a dramatic rebound. 
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Blue Chip Dividend Growers 

And as many of the more volatile growth and high yield securities have rebounded the 

hardest so far in 2019, many of the sure and steady blue chip names have risen less, but 

still have more upside ahead. We continue to own Johnson & Johnson (JNJ), Procter & 

Gamble (PG) and Disney (DIS) for their attractive growing dividends, attractive growing 

businesses, and attractive long-term price appreciation potential. 

Conclusion: 

It’s nearly impossible to predict the exact timing of a future market rebound, but in the 

long-term attractive stocks increase even more than the overall market increases. It’s 

important to determine an investment strategy that meets your needs, and it’s even 

more important to stick to that strategy even when the market gets volatile and sells off. 

We experienced a sell off in Q4 and particularly in December. If you were steadfast and 

brave enough to stick to your strategy then you’ve experienced a powerful rebound 

this year, so far; and you’ve got significantly more upside in the months and years 

ahead. However, if you panicked and sold near the bottom, you missed out on the 

rebound, and you probably generated a bunch of unnecessary trading costs, as well. 

Disciplined long-term investing is a proven strategy for success. We are excited about 

our current holdings, and we’re confident there is a lot more long-term price 

appreciation (and dividends) in the future. 

 


