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TITAN CAPITAL MANAGEMENT MONTHLY INVESTMENT REPORT 

ALL-WEATHER PORTFOLIO JANUARY 2023   

Portfolio Managers: Jacob Douglis, Israel Nazari  

PERFORMANCE SUMMARY 

 

 

MONTHLY HIGHLIGHTS

For January, the TCM All-Weather portfolio underperformed the blended benchmark by 0.62%. Our equities and 

commodities portion underperformed by 1.02%, and our bond segment underperformed by 0.43%. Additionally, asset 

allocation attribution for January was -0.09%.

CONTRIBUTORS 

▪ Our equities and commodities segments saw 

positive sector attribution for the Information 

Technology and Real Estate sectors. 

▪ Above-index High Yield exposure benefited the 

portfolio, providing +0.15% attribution to the 

portfolio.  

 

DETRACTORS 

▪ Poor security selection in Industrial 
detracted from performance this month 
by -0.85% 

▪ Our high exposure to Healthcare also 
hindered performance by -0.58% 

▪ Below index, duration led to -0.30% 
attribution for January 
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ECONOMIC/MARKET REVIEW 

January saw favorable economic conditions, with real GDP growth of 2.9% in the US. In combination with real GDP 
growth, there was a continued slowing of inflation down to 6.7%, continued low employment, and wage gains that 
proved to benefit the economy. However, low unemployment and wage gains are anticipated to slow along with 
declining manufacturing activity. As the FED meeting drew near, the market remained optimistic about easing the 
interest rate increase, resulting in substantial price gains for both the equity and fixed-income markets. 

Equities: 
The equity market benefited from the anticipated easing of the FED’s increase in long-term interest rates. Many 
investors are now of the mindset of a potential soft landing. Indexes such as the large-cap S&P 500, mid-cap S&P 400, 
and the small-cap S&P 600 rose by 6.2%, 9.1%, and 9.4%, respectively. Investors remain bullish as the consensus of an 
inevitable recession has changed to a potential soft landing. 
 
Fixed Income: 
The bond markets saw a boost in January in anticipation of the February 1 FED meeting. The futures market anticipated 
that the FED would ease their short-term interest rate increases to 25 bps. The yields on short-term government 
securities rose as the yield on 3-month Treasuries rose from 4.42% in December to 4.70% in January. However, the 
yields on long-term securities fell as inflation expectations lowered in combination with a reduced sentiment from 
investors regarding the FED tightening. The 10-year Treasury note saw its yield fall from 3.88% to 3.52%.  
 
Commodities: 
With the steady decline of the US dollar, January saw the S&P GSCI index have divergent performance. Half of the index 
managed to outperform, while the other half saw a decline. The leading components were the industrial metals such as 
aluminum, copper, and zinc. The bullishness of these metals results from their being essential components and inputs to 
our future economy. The worst-performing component of the index was natural gas seeing a decline of 34.22%, 
stemming expectations deviating from actual inventory. The agriculture component slightly outperformed the index, 
with soft commodities leading, and only wheat lagged due to low prices in the US.  
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EQUITY AND COMMODITY PERFORMANCE COMMENTARY AND INVESTMENT OUTL OOK  

The equity and commodity segments of the TCM All-Weather portfolio were up 
4.01% in January but underperformed our benchmark by 1.02%. The portfolio 
maintained its below index beta and P/E ratios, and the dividend yield is 3.65%, 
above the weighted index yield of 2.21%. 
 
When looking at the individual sectors of our equities portion, positive allocation 
attribution came from underweighting Information Technology and utility sectors, which lagged the benchmark and 
overweight in Real Estate. Overweighs to Industrials, Healthcare, Energy, and Consumer Services and underweights to 
Financials hurt returns.  

 
Looking at our security selection, nearly all positions 
generated a return, with only three securities detracting. 
Our most significant contributor was the LIT ETF, with a 
15.64% above benchmark return. Negative positions were 
FHLC, UNP, and RSG, which generated -5.75%, -6.41%, and             
-8.25% below benchmark returns respectively.  
 
We plan to continue moving out of index ETFs in favor of 
carefully selected direct positions. 
 
 
 
 

BOND PORTFOL IO PERFORMANCE COMMENTARY AND INVESTMENT OUTL OOK  

The bond segment of our portfolio saw a return of 2.65% and underperformed the 
benchmark by 0.43%. To guard against the anticipated interest rate hikes, our 
portfolio duration remained modestly lower than the index. Additionally, the 
weighted average credit quality was an A, marginally lower than the AA of the 
index. The difference in credit quality adequately compensates for the risk of 
default.  

 
The bond funds FNDB, USIBX, and AGG were all able to 
outperform the index by 0.90%, 0.71%, and 0.25%, 
respectively. While the remainder of our positions did 
generate a return, they underperformed when 
compared to the benchmark. Our lowest-performing 
security came from our non-US bond exposure, with 
PRSNX generating a 2.08% return, 1.00% below the 
Bloomberg Aggregate Bond index. 
 
We plan to remain cautiously optimistic as the FED has 
shown signs of slowing down interest rate hikes. We 
will continue to decrease our exposure to our 
benchmark index ETF to be able to fund more active future postures.  
 

LEADERS AND LAGGARDS 
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EQUITIES & COMMODITIES 

 

L EADERS 

Global X Lithium & Battery ETF (LIT) [+20.66%]  

▪ Demand for lithium is projected to increase by 40% in 2023 compared to 2022 as the mineral remains an integral 

component of EV battery production.  

▪ The market was bullish on industrial metals in January, with an emphasis on their role in the future economy. 

L AGGARDS 

Republic Services, Inc. (RSG) [-3.23%]  

▪ Republic Services was downgraded previously from a “Buy” rating from analysts at USB to a " Neutral " rating in 

January.  

▪ While the company boasts strong fundamentals, investors believe that the stock is overvalued with a higher P/E ratio 

when compared to its competitors. 

BONDS 

 

L EADERS 

Fidelity Total Bond ETF (FBND) [+3.98%]  

▪ FBND is an actively managed broad market bond fund that guides its sector allocation and duration based on the 

Barclays US Universal Bond Index.  

▪ Our position size was 1.5% of our entire portfolio, for a total monthly contribution of 0.06% of total return. 

▪  The funds increased High-Yield exposure (up to 20%)  
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L AGGARDS 

T. Rowe Price Global Multi-Sector Bond (PRSNX) [+2.68%]  

▪ Although PRSNX had a positive return of +2.68% for January, it was still the lagger of the month. Its total overall 

weight in the portfolio is 5.71%.   

▪ PRFRX seeks capital appreciation and high current income through a broad investment of various bond maturities 

worldwide.  

▪ This fund’s global exposure resulted in its underperformance compared to the US bond market, as interest rate 

easing was anticipated. 
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SECURITY SPOTLIGHT –  VANECK SEMICONDUCTORS ETF  (SMH) 

 

One of the trades made within the All-Weather portfolio was the purchase of VanEck Semiconductors ETF (SMH). This 
trade accounts for 3.61% of our total portfolio and has generated a return of 30.21% since the trade was initiated. The 
month of January saw the position generate a return of 16.83%. The initial intent of the trade was to further allocate 
and diversify into the Technology sector while seeking to maintain the current risk profile of the All-Weather portfolio. 
This fund specializes in holding US semiconductor companies, including midcap and foreign companies listed in the US. 
Criteria for these companies is that at least 50% of their revenue must be traced back to producing semiconductors 
and/or semiconductor equipment. To allow for more weight for larger companies, the fund utilizes a capping scheme to 
ensure diversification. The top 10 holdings of the fund account for over 50% of its total assets.  
 
Despite the current headwinds that the semiconductor industry faces, such as increased interest rates, lowered 
expectations of global economic growth, and a higher cost of capital, semiconductor stocks saw a rise of 20.8% in 2023. 
It should be noted that the semiconductor industry behaves cyclically, as this period is typically before most of the major 
companies report their earnings for the period ending December 31, 2022. There are also additional implications for 
semiconductor manufacturers in the US with the passage of the Chips Act in 2022. The construction of new plants across 
various states requires companies to adjust their current supply chains to be less reliant on Taiwan.  
 
The current market environment for semiconductors remains positive , along with the long-term outlook for the 
industry, as it is anticipated to exceed $1 trillion by 20230. However, in the short term, the industry is expected to see a 
decline of 4.1% in 2023, down from its growth of 4.4% in 2022. This decrease is projected to be a result of previously 
mentioned headwinds continuing to take shape, as well as a reduction of spending on consumer electronics. 

INVESTMENT OUTLOOK  

The All-Weather portfolio management team will continue to diversify the portfolio with fundamental solid companies 

with low correlations to existing positions in the portfolio. This ‘all-weather’ strategy has proven effective, allowing 

portfolio managers to have exposure to several sectors regardless of the current economic outlook.  

In our equity segment, we will be looking at trimming our First Trust Water ETF (FIW) to add more active positions 

potentially. We are currently looking at steel and nuclear energy companies such as Steel Dynamics (STLD) and Cameco 

Corporation (CCJ). We believe these companies have strong fundamentals that will better position our portfolio in the 

current economic climate.  
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We are looking to give the portfolio a more active posture within our bond segment by adding concentrated bond 

exposure in individual bonds. We remain optimistic as the FED has shown signs of slowing down interest rate hikes.  
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APPENDIX 

PORTFOLIO HOLDINGS 

 


