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April 6th, 2017 
 
Dear Investors and Friends, 
 
Worch Capital Partners, LP (WCP) finished the first quarter of 2017 with a net return of 
+6.24%.  This compares favorably to the quarterly returns for the HFRI Equity Hedge 
Index (+3.82%) and S&P 500 Index (+6.10%).  After trending along with the 
benchmarks in January, the strategy posted strong gains in February (+4.82%) and then 
positive performance (+0.50%) in an otherwise directionless March to finish out Q1. 
Momentum stocks and relative strength strategies managed to pick up steam in the first 
quarter after the market’s initial thrust off the pre-election lows.  We were fortunate to be 
positioned in a concentrated portfolio of equities (including materials and banks) that 
took part in the so-called “Trump trade”.  We also made solid gains in the more 
traditional growth space of tech.  Technology, specifically large cap tech, really 
outperformed in the back half of the quarter.  We successfully captured some nice trends 
in a handful of trades that helped fuel our upside performance while controlling risk on 
positions that went against us. 
 
Despite the turbulence that’s marked the first 100 days of the Trump administration, 
stocks experienced their calmest start to a year in decades.  In fact, the S&P 500 had only 
two 1% daily moves in the first quarter, the fewest since 1972 and well below the 
quarter’s historical average of 13.  By comparison, the first three months of last year 
featured 26 1% daily moves.   
 
According to our data, there have been 51 1% days on average each year since 1950, so if 
2017 is to follow that script we should anticipate seeing above average volatility over the 
remainder of the year.  Given the lack of excitement in one direction or the other it should 
come as no surprise that volatility collapsed in Q1 and posted one of the calmest three 
month periods, as measured by VIX, in years. 
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Going into the 2nd quarter, we believe it’s reasonable to expect multiple bouts of 
heightened volatility over the remainder of 2017.  Not only are long stretches of a low 
VIX often followed by sharp increases but there will also be plenty of headline and 
seasonal risks that should make for a bumpier ride.  As president Trump’s “honeymoon” 
phase comes to an end, the market will be watching intently to see if his team can make 
good on some of their policy and regulatory plans.  Couple potential disappointments out 
of D.C. with earnings season now on-deck and a Federal Reserve that could raise interest 
rates faster than the market anticipates and we’ve got plenty of potholes for which the 
market must navigate. 
 
At the risk of sounding overly simplistic, we see the market’s performance over the 
remainder of the year resting squarely on how the current “confidence game” shakes out.  
Stocks are hovering near all-time highs because investors are confident in the state of the 
economy and the potential for pro-growth policy coming out of Washington and nothing 
(political uncertainty around the globe, Trump tweets, a Fed rate hike, North Korean 
missile launches, repeal and replace failure, etc) shook this belief in Q1.  For instance, 
consumer confidence readings in March came in at the highest levels in 17 years.  The 
Conference Board’s Consumer Confidence Index hit 125.6, its highest mark since 
December 2000.  These levels of positive economic sentiment have been missing for 
much of the run-up from the financial crisis and we now run the risk of getting ahead of 
ourselves.  The market, investors and confidence could, and will, be vulnerable to a 
downside surprise at some point in 2017.  What we don’t know is how orderly or severe 
the reaction to such a surprise will be because we simply have not had to deal with it in 
such a long time.  The economy and markets have been given the benefit of the doubt for 
nearly a decade because of unprecedented levels of intervention/support by the Fed’s 
monetary policy tools. 
 
While confidence in the economy has clearly revved up, it’s remains unclear if that 
mentality has taken hold in terms of stock market exposure for investors.  On one hand, 
we just saw the biggest quarter ever for ETF inflows.  Exchange traded funds took in 
more than $130 billion in Q1 and $45 billion in March alone and, according to FactSet, 
nearly half of those flows were into U.S. equities.  Yet at the same time, individual 
investor sentiment remains in the gutter.  At the end of March, the AAII Weekly Bullish 
Sentiment Index sat at 30.22.  We’re now at 117 consecutive weeks where less than half 
of individual investors polled were in the bullish camp. 
 



4808 Moorland Lane, Suite 109 Bethesda, MD 20814  Tel 301-202-8916 rworch@worchcapital.com 
 

  
Meanwhile, the AAII Bearish Sentiment poll spiked to its highest levels in a year during 
Q1 and currently sits at the higher end of its recent range.   

 
Couple these muted measures with recent institutional money manager surveys, which 
continue to show low stock exposure and high cash balances, and it’s no wonder that 
many refer to this as the most hated bull market in history. 
 
The first quarter was kind to those that weren’t parked in cash or positioned too bearishly.  
As mentioned, the S&P was up more than 5% during the first three months of 2017 and 
there was additional strength to be had in various pockets and sectors of the equity 
markets.  The NASDAQ composite surged more than 10%, developed international 
stocks (MSCI EAFE index) rose 7.5% and emerging markets jumped 11.5%.  Investors 
clearly favored Large Caps over Small Caps as the Russell 2000 rose only 2.5% in Q1 
and sat in negative territory heading into the final trading week of the quarter.  In terms of 
style, growth stocks gained favor over value as the Russell 1000 growth index gained 
nearly 9% during the quarter while its value counterpart climbed just over 3%.  At the 
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sector level, it was technology, consumer discretionary and health care stocks that did the 
heavy lifting while telecom and energy badly lagged. 
 

  
 
 
In the nearly two-year period from December 2014 to October 2016, the S&P 500 
meandered aimlessly and gained less than 3%.  In the 5 months since, the index has 
tacked on another 11%.  While we continue to believe that we are in the midst of long-
term secular bull market, we contend that the remainder of 2017 is certain to offer spikes 
of volatility that were almost non-existent in Q1.  The biggest peak-to-trough drawdown 
of the first quarter was just 3.25% and the chart below from JP Morgan shows that 
something bigger is almost certainly on the horizon.  On average, the S&P experiences an 
intra-year drop of more than 14% yet still has managed to post positive returns in 28 of 
the 37 years since 1980. 
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Historically speaking, April has proven to be one of the best months of the year for 
stocks. 

 
 
We’ll see how the seasonal stats play out this year but with equity valuations looking 
elevated and economic expectations brimming with optimism, it may not take much in 
terms of earnings disappointments or a soft patch of economic data for Q2 to quickly 
prove more challenging than the calm waters of Q1. 
 
We are always available to discuss our approach or if you wish to inquire about a 
possible investment in WCP.  Additionally, if you know of anyone who might be 
interested in our strategy, please feel free to make the introduction.  Please do not hesitate 
to call us with any questions or comments. 
 
Kind Regards,  
 
Ryan Worch 
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1 Individual Accounts will vary 
 
 
THIS IS NOT AN OFFERING OR THE SOLICITATION OF AN OFFER TO PURCHASE AN INTEREST IN 
WORCH CAPITAL PARTNERS, LP (“WCP”).  ANY SUCH OFFER OR SOLICITATION WILL ONLY BE MADE 
TO QUALIFIED INVESTORS BY MEANS OF A CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM 
AND ONLY IN THOSE JURISDICTIONS WHERE PERMITTED BY LAW. 
 
AN INVESTMENT IN THE FUND IS SPECULATIVE AND INVOLVES A HIGH DEGREE OF RISK. 
OPPORTUNITIES FOR WITHDRAWAL, REDEMPTION AND TRANSFERABILITY OF INTERESTS ARE 
RESTRICTED, SO INVESTORS MAY NOT HAVE ACCESS TO CAPITAL WHEN IT IS NEEDED. THERE IS NO 
SECONDARY MARKET FOR THE INTERESTS AND NONE IS EXPECTED TO DEVELOP. 
 
THE FEES AND EXPENSES CHARGED IN CONNECTION WITH THIS INVESTMENT MAY BE HIGHER 
THAN THE FEES AND EXPENSES OF OTHER INVESTMENT ALTERNATIVES AND MAY OFFSET 
PROFITS.  NO ASSURANCE CAN BE GIVEN THAT THE INVESTMENT OBJECTIVE WILL BE ACHIEVED 
OR THAT AN INVESTOR WILL RECEIVE A RETURN OF ALL OR PART OF HIS OR HER INVESTMENT. 
INVESTMENT RESULTS MAY VARY SUBSTANTIALLY OVER ANY GIVEN TIME PERIOD. 
 
The performance data represents the performance of Worch Capital Partners, LP (“WCP”).  The results reflect the 
deduction of: (i) an annual asset management fee of 1.0%, charged quarterly; (ii) a performance allocation of 20%, 
taken annually, subject to a high water mark; and (iii) transaction fees and other expenses incurred by WCP.  During 
the time period shown, WCP used only those investment strategies disclosed in its Private Placement Memorandum.  
Results are compared to the performance of the S&P 500 Index (excluding dividends) for informational purposes only.  
WCP’s investment program does not mirror the S&P 500 Index and the volatility of WCP’s investment program may 
be materially different.  The performance figures include the reinvestment of any dividends and other earnings, as 
appropriate.  All investments involve risk, including the loss of principal. 
 
PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. 


