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Dear Friends and Financial Advisory Clients:

Three months into the New Year, I want to remind you of an expectation 
we shared at the start of January that is now not only a reality, but one that 
is important for investors to note and understand. It has to do with a 
process called “Sector Rotation,” an investment decision making strategy 

that can happen quite suddenly. And it is one we want to explain since it is so much a part of what is happening right 
now.
 
Bear in mind, in January, we observed that with a potentially recovering economy, a cyclical shift and “potential 
rotation towards more value-oriented companies – ones that have been beaten down by this pandemic” could be 
underway. Basically, investors might sell their stay-at-home stocks and embrace companies that should more directly 
benefit from the reopening of our society. Travel, Construction, Restaurants, Infrastructure, Industrial Production 
companies…Firms in sectors that have been out of favor, might now be ready to roll. Well, this process actually 
began to trickle along before the beginning of the year. But now, it has picked up steam.

So, what does this mean and what do we do? Well, for many of you, in the 4th Quarter of 2020 and in January of this 
year, we began to initiate a bit of a value tilt to some of these sectors. And now, as challenges of the Covid Pandemic 
appear to be abating – and with the U.S. economy showing more resilience in its recovery - we expect to do a bit 
more rotating as well.

But here is where an important historical lesson must be kept in mind. There is such a thing as over rotation. That is 
where investors drop what was working and chase what they think comes next. Indeed, they rush out of one area, 
into another, thus creating imbalances in their holdings that are uncalled for. For instance, just because the economy 
is recovering, it doesn’t mean the process of ordering products online has come to an end. Just because many of us 
have been vaccinated doesn’t mean everyone will be returning to their office or place of work in one fell swoop. No, 
in truth we are adapting and that is all. We are adjusting and navigating our way through this time. 

We want to make this observation to you now, because as financial markets have shown strength in recent days, 
many great companies that performed well in 2020 and early 21, are falling dramatically, while the less glamorous 
cyclical companies are rising. We have what is truly a bifurcated market. And it may be that way for a while. And 
just like an economic and then financial market downturn can lead investors to panic and sell without thinking things 
through, sector rotations can lead investors to make equally unhealthy decisions. That is what happens if everyone 
runs out of one area and over rotates to another.

Bottom line, it is one thing to adjust your portfolio based upon sound strategic thinking. But if that process is 
overdone, then you are participating more like a gambler betting on what will next be hot or cold. That is not a 
healthy approach to investment thinking, which ideally serves us best in a context of longer periods of time. 



Please remember that past performance may not be indicative of future results. Different types of investments involve 
varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment 
strategy, or product (including the investments and/or investment strategies recommended or undertaken by Vahanian & 
Associates Financial Planning Inc.(“Vahanian”), or any non-investment related content, made reference to directly or 
indirectly in this newsletter will be profitable, equal any corresponding indicated historical performance level(s), be suitable 
for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions 
and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not 
assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for, 
personalized investment advice from Vahanian. Please remember to contact Vahanian, in writing, if there are any changes 
in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous 
recommendations and/or services. Vahanian is neither a law firm nor a certified public accounting firm and no portion of 
the newsletter content should be construed as legal or accounting advice. A copy of the Vahanian’s current written 
disclosure Brochure discussing our advisory services and fees continues to remain available upon request.

An Index is a portfolio of specific securities (common examples are the S&P, DJIA, NASDAQ), the performance of which is 
often used as a benchmark in judging the relative performance of certain asset classes. Indexes are unmanaged portfolios 
and investors cannot invest directly in an index. Past performance is not indicative of future results.

The views expressed are not necessarily the opinion of Royal Alliance Associates, Inc.

 

Securities offered through Royal Alliance Associates, Inc., Member FINRA, SIPC. Investment advisory and fixed/traditional insurance services offered 
through Vahanian & Associates Financial Planning Inc., a registered investment advisor not affiliated with Royal Alliance Associates, Inc.

Wishing you all a wonderful spring season,

Jeffrey C. Vahanian

When sector rotations occur, it can actually happen that what gets “chased” becomes overpriced, despite sector 
friendly conditions. And what gets “abandoned” can actually fall so far that it becomes the better deal, despite 
being in the less obvious or appealing sector.

What does this all mean? Once again, even as life appears to be on its way to more “normalcy,” as investors, we 
have to still proceed with poise. This is not race. It is a journey. A long one where a steady, balanced approach, 
even with mild tactical adjustments, is likely the healthiest way to travel.


