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April 11th, 2018 
 
Dear Investors and Friends, 
 
Worch Capital Partners, LP (WCP) finished the first quarter of 2018 with a healthy return 
of (+6.71%).  This drastically outperformed our benchmark the HFRI Equity Hedge 
Index (+0.71%) and almost every asset class as the first quarter was especially 
challenging across the investment landscape.  Considering the extreme volatility, we feel 
fortunate to wrap up the quarter with a strong gain as we accomplished our goal of 
delivering market generating returns with less risk while providing an uncorrelated asset.  
We look forward to continuing our momentum the remainder of the year.  
 

 
 
Entering 2018, one of our predictions was a pick up in volatility and what a ride it has 
been.  Below is an excerpt from our year-end quarterly letter: “While we don’t think a 
bear market is on the horizon, we don’t think 2018 will be as easy from a trend and 
volatility perspective as 2017.  January is the second most volatile month for the year and 
after the strong run last year we expect overall volatility to pick up in 2018 as the VIX 
reverts to its mean.  The average intra-year decline based on JP Morgan is about 14% as 
2017 proved to be an exception.  Considering we have gone almost 400 trading days 
since our last 5% market drop, rivaling the longest streak ever, the odds favor a bigger 
than 3% intra-year drawdown as this is the norm.”  This almost all played out in the first 
quarter as the general market displayed a bit of everything.  January started the year off in 



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

blistering fashion gaining close to 6%.  By the middle of February, the trend changed 
rapidly, and the S&P experienced the first 10% pullback in nearly two years as the S&P 
collapsed close to 12% in 10 trading days.  We expected a correction and a pickup in 
volatility, per our year end comments, as this is the norm.  However, what was surprising 
was the speed and velocity of the decline especially after hitting new highs in January.  
The market experienced the quickest decline of 10% or more from all-time highs in 90 
years.   The severity of the fall was accelerated by the move in the VIX and the blow-up 
of the short VIX trade.  With the first quarter correction, the S&P finally broke the streak 
of current uptrend without a 5 or 10% correction as both measures had been historically 
extended.  
 
The increased volatility in the first quarter reflects an awareness that this bull market is 
starting to question its own fate, as the character of the trend has changed, confronting 
changes in its composition.  Below is a brief description of some news worthy items that 
attracted attention adding to the shaky ride in the first quarter.   
 

• Tightening cycle by Fed and interest rates moving higher 
• Threat of trade war 
• Political instability 
• Trillion-dollar deficits and inflation concerns 
• Stretched valuations 
• Sentiment extremes 

 
In fact, below are some of the more interesting stats that the market experienced in the 
first quarter.   
 

• Largest VIX spike ever +115%  
• Dow down 1,175 points, most ever  
• Dow down 4.6%, 112th largest one-day drop since 1896  
• S&P 500 streak of 404 days without a 5% correction ended, longest on record 
• S&P 500 streak 403 days of positive YTD returns over, 5th longest ever 
• The last time the Dow suffered two 4% losses within a week while still in a bull 

market (above 200-day average) was way back in 1933 
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The main reason we preach active management and risk controls are clearly highlighted 
in the chart of the SVXY.  The VIX index had the largest spike ever in February causing 
the instruments that short volatility to lose over 80% in value overnight and in the case of 
the XIV, 100% loss in just 3 short weeks.  These were events that have never happened 
before and were not predicted to happen.  This is exactly the definition of a black swan 
event.  Being long the SVXY was such a popular long trade, as it was a consistent money 
maker for years.  However, as witness on the chart below, those gains evaporated in a 
handful of days and without the proper risk management fortunes were lost.  We may not 
always be right on our market calls, but one thing is certain.  Our main goal is to protect 
our partners capital by keeping our risk controls tight so that we survive another day.   
 



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

 
 
Last year ushered in strong gains and historically low volatility.  While the ongoing bull 
market has been challenged in the first quarter with subdued returns and heightened 
volatility, we still believe the market has room to run on the upside as the foundation 
remains solid.  As we embark on first quarter earnings reports, the estimates remain 
strong with tax reform starting to kick in.  According to Ryan Detrick, “At an earnings 
per share of $152.50, this comes out to a mid-teen growth rate in 2018, similar to what 
we saw last year.  The bottom line is that strong earnings are a great sign for equity 
returns. In fact, the past 12 times the S&P 500 grew earnings by 10% or more, the index 
finished the full year higher every time. Considering that we are looking for growth in the 
mid-teens this year, 2018 could once again have equity bulls smiling when all is said and 
done.”  
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As the first quarter closed the books on a volatile choppy ride, WCP was able to 
capitalize on some prevailing trends.  With the first 10% correction in nearly two years, 
we still believe there is upside ahead.  Yet, with volatility elevated, returns will be muted 
for the amount of risk taken versus last year’s historic run.  We will remain nimble and 
flexible in our equity exposures and consistent in our approach to the markets as we try to 
generate alpha for our partners.   
 
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 
 
 
 

 

 

 

 

 

 

 

 

 

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. 


