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Q1 review: a healthy rotation amidst “reflation”

Our goal with this quick quarterly brief (2 pages) is to keep you informed on everything related to your money at Titan, 
especially during volatile times like these. We've also published a brief video in the app. 




The takeaways - Three things to know:

The details - Stay smart on your capital:

“If you think you're in a world where output doesn't matter and you can just create paper, sooner or later you're gonna 
do the impossible and that is bring back inflation that we haven't seen for 20 years." - Jeremy Grantham



Flagship and Opportunities underperformed their benchmarks in Q1, driven by “reflation” concerns in our view. We 
believe inflationary forces are real but will be more transitory than structural. We removed our hedges, harvesting tax 
losses and adding to long positions after the recent growth stock decline. We also launched Titan Offshore in early Q2 
to provide international exposure aiming for 15%+ annualized returns net of fees and lower correlation to U.S. equities.

Performance: Titan Flagship gained +0.3% net of fees in Q1 versus the S&P 500 +6.2%. Titan Opportunities declined 
-3.4% net of fees versus the Russell 2000 up +12.7%. Our relative underperformance was driven by a rotation out of 
small/mid cap growth stocks and into small value stocks due to rising inflation expectations, in our view.



Economy: Amidst fears of rising inflation, the 10-year interest rate for US treasuries jumped in February, coinciding 
with a near-term peak in growth stocks which plunged thereafter. Many high-quality businesses were not immune: 
because they tend to reinvest excess cash flow into their internal growth opportunities, the bulk of their cash flow 
(and hence their stock price valuation) is long duration and sensitive to short-term interest rate jumps.



Capital: We removed our full hedges, harvesting tax losses and reallocating proceeds to our long positions. Our 
growth-oriented holdings appear quite attractively valued after the recent rotation into “reflation”-friendly stocks. Our 
fundamental and technical indicators suggest short-term momentum at the market index level is biased to the upside. 
This could change at any time, however, and we’re prepared to re-implement full hedges if it does.
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U.S. equities finished higher again in Q1 for a fourth straight quarter. Despite the global pandemic, both macro and micro 
trends suggest positive momentum in the operating metrics of many U.S. companies as we approach a broader economic 
reopening assisted by COVID-19 vaccinations. However, Titan Flagship and Opportunities were flat/negative in Q1.



What happened? In a word, inflation was the culprit for our Q1 underperformance, in our view. The sharp rise in inflation 
fears hit growth stocks particularly hard, as the discount rates for long-term cash flows rose faster than expectations. We 
noticed a growing debate during the quarter about whether recent months’ inflation will be structural (reflecting both 
demand-pull and cost-push factors) or transitory (simply reflecting a bounce-back to pre COVID-19 levels).



We believe the digital transition of the global economy will be more disinflationary than inflationary on a long time horizon. 
Firstly, interest rates have simply moved up to roughly where they were before the pandemic began. Secondly, we think 
sources of structural inflation are scarce. We are monitoring potential pressure from labor costs and housing, but still,

we view periods of short-term inflation due to economic expansion as generally neutral to positive for long-term 
performance for the types of business we invest in. Thus we have not made any material changes to our portfolios.



The reason we are not making portfolio changes for a “reflationary” market period is simple: we believe the deflationary 
forces of increased technological progress (which are accelerating from the pandemic and the shift from the Information 
Age to the AI Age) and slowing population growth will outweigh the inflationary pressure from increased borrowing.



With a healthy correction and rotation out of momentum-driven growth stocks now behind us in Q1, we believe 
the market has consolidated and created even more attractive opportunities for Titan clients to add to their 
long-term portfolios. As always, please feel free to reach out to me and our Investment team with any questions.

Do we expect some inflation near-term? Absolutely. We’re already seeing it in areas where demand is exceeding 
supply (e.g., labor force, semiconductor chips, consumer staples). As more Americans get vaccinated and the 
restrictions that have kept a lid on growth get lifted, reflation should naturally take hold. We already have trillions of 
dollars of economic demand in the system due to Fed stimulus, jobless benefits and a host of other federal spending 
projects with trillions more yet to be spent. When demand exceeds supply in the short term, expect higher prices.



However, we don’t believe these short-term inflationary pressures will outweigh the long-term, tech-fueled 
disinflationary trend we’ve seen for years. Plus, at a macro level, because one person’s debt is another person’s asset, 
we believe structurally higher interest rates would collapse the highly levered economy via a rapid and painful 
deleveraging (which the Fed wants to avoid). That underlies our expectation of “lower for longer” interest rates.



To sum up: while we are modeling some inflation across our portfolio holdings, we don’t expect materially higher 
interest rates for the long term. Thus we see the recent growth stock correction (driven by falling valuation 
multiples on outsized inflation fears) as a compelling buying opportunity for Titan Flagship and Opportunities.



For Titan Flagship, biggest gainers in Q1 were Schwab +23% and Alphabet +18%; biggest detractors were Autodesk 
-9% and ServiceNow -9%. For Titan Opportunities, biggest gainers in Q1 were Upwork +30% and Five Below +9%; 
biggest detractors were Poshmark -42% and GAN -32%.



Within Flagship, we saw our biggest inflation beneficiary, Charles Schwab (SCHW), rise +23% as the company’s net 
interest margin on cash deposits goes up when interest rates rise. Meanwhile, software businesses like ServiceNow 
(NOW) and Autodesk (ADSK) fell -9% as momentum investors shifted to COVID reopening plays in sectors like 
industrials and financials. Our views on these growth-oriented businesses have not changed in spite of reflation, and 
we expect a robust Q1 earnings season to prove out their enduring secular tailwinds and free cash flow profiles.



Within Opportunities, the momentum-driven decline hit our small/mid cap growth stocks the hardest. Our newest 
positions in secondhand goods marketplace Poshmark (POSH) and online gaming software provider GAN Ltd (GAN) 
took a beating amidst what we believe were short-term market liquidity dynamics around POSH (IPO share lockup has 
not yet expired) and one-off Q4 execution issues for GAN. Similar to Flagship, we don’t see structural issues from their 
recent share price underperformance but will be monitoring Q1 results closely for any thesis-changing signposts.



Beyond our long positions in Flagship and Opportunities, we took the opportunity to remove our full market hedges in 
early Q2 after our internal indicators suggested the market risks are now skewed to the upside. Economic growth and 
inflation are both accelerating as we approach a broader post COVID-19 reopening, and we saw key technical support 
in many asset prices after the recent correction which seems to have cleaned out some froth in corners of the market.



Finally, we launched Titan Offshore in early Q2. Offshore is our international equity investment strategy, aimed at 
identifying the best businesses overseas in developed and emerging markets such as China, Latin America, and 
Europe. We expect Offshore to give our clients high-quality international exposure while reducing their overall 
portfolio volatility and boosting their risk-adjusted returns.



Not dissimilar from what we saw in U.S. markets, numerous businesses in China saw their stock prices fall 20-40%+ in 
a matter of weeks in February-March on regulatory fears around Chinese tech giants which could stunt their topline 
growth. We believe these fears are overblown, and we have had many of these businesses on our watchlist for years, 
so we believe it is a very opportune time to be launching Offshore amidst this sale. We see bargains in plain sight.

Clayton Gardner

Co-CEO & Chief Investment Officer



You are currently long 20 stocks. We believe they are world-class businesses which can hopefully deliver superior returns.  


Long

All performance results are net of fees and include dividends. Figures represent a hypothetical portfolio for a Titan client. 2018 Full Year 
results are from Titan Flagship’s launch date of 2/20/18 through 12/31/18. All-Time Return figures are measured from Titan Flagship’s 
inception date of 2/20/18 through 3/31/21.  See full disclosures that follow. 


2019 Full Year Performance +33.7% +30.2% +25.8% +31.5%

2020 Full Year Performance

2021 Q1 Performance

Aggressive Moderate Conservative

+44.6%

+0.3%

+40.8%

+0.0%

+32.2%

-0.7%

+18.4%

+6.2%

2018 Full Year Performance -7.0% -6.3% -5.6% -6.1%

All-Time Annualized Return +20.9% +19.0% +15.3% +15.2%

All-Time Cumulative Return +80.3% +71.8% +55.8% +55.2%

S&P 500
Performance (After Fees)

You are automatically short the market using an inverse S&P 500 ETF. This means when the broader market declines, you have the 
opportunity to make money. The size of the short is personalized based on your individual risk tolerance.


Short

Twilio The Stripe of electronic 
communications

Booking Holdings Capital-light online travel agency 
with network effects

TransDigm Dominant niche aerospace parts 
supplier


Mastercard Duopolistic industry structure with 
Visa


Facebook Poised to capture shift in advertising 
dollars online


Charles Schwab Leading Investment brokerage with 
flywheel effect


Autodesk The “Microsoft Excel” for designers

Uber The world’s leading ridesharing 
platform

Microsoft Shift from legacy PC business to 
cloud-based services


PayPal Positioned to benefit from 
eCommerce growth


Amazon.com Growing dominance in 

online retail 


Charter 
Communications

Broadband service provider
Alphabet (Google) Owns Google and has several 
monopolies


Netflix Global streaming video giant with 
untapped pricing power

Apple Consumer and technology leadership 
with loyal base


Shopify The operating system for modern 
retail


Fidelity National Info 
Services

The operating system for banks and 
other financial institutions

ServiceNow Enterprise software leader automating 
manual workflows

Visa Growing transition to electronic 
payments


Disney Entertainment franchise machine 
shifting to subscription business 
model

Flagship



You are currently long 20 stocks. We believe these are unique investment opportunities off the radar of most investors.

Long

All performance results are net of fees and include dividends. Figures represent a hypothetical portfolio for a Titan client. 2020 
Full Year figures are measured from Titan Opportunities’ inception date of 8/17/20 through 12/31/20. All-Time Return figures 
are measured from Titan Opportunities’ inception date of 8/17/20 through 3/31/21. See full disclosures that follow. 


2020 Full Year Performance

2021 Q1 Performance

Aggressive Moderate Conservative

+57.3%

-3.4%

+53.1%

-3.6%

+44.7%

-3.9%

+25.2%

+12.7%

All-Time Cumulative Return

All-Time Annualized Return

+51.9%

+96.4%

+47.6%

+87.6%

+39.0%

+70.3%

+41.1%

+74.3%

Russell 2000

You are automatically short the market using an inverse Russell 2000 ETF. This means when the broader market declines, you 
have the opportunity to make money. The size of the short is personalized based on your individual risk tolerance.


Short

Opportunities

Exclusive for Opportunities clients

(See mobile app for holdings)

Performance (After Fees)



Titan Global Capital Management USA LLC (“Titan” or “Company”) is an SEC registered investment adviser. Registration with the U.S. Securities 
and Exchange Commission (“SEC”) does not imply a certain level of skill or training, and does not indicate that the SEC has endorsed the 
Company. Brokerage services are provided to Titan Clients by Apex Clearing Corporation, an SEC registered broker-dealer and member 
FINRA/SIPC. Clients are encouraged to compare the account statements received from the qualified custodian to the reports provided by Titan. 
Market data by IEX.  Titan’s investment advisory services are available only to residents of the United States in jurisdictions where Titan is 
registered.



This should not be considered an offer, solicitation of an offer, or advice to buy or sell securities. Statements made herein may be outdated and 
subsequent events may have occurred, information may have changed, that could make any statement in these materials inaccurate or 
incomplete. The media presented may contain certain forward looking or promissory language regarding the performance of Titan or a 
company; these statements should not be relied upon to make an investment decision. Before investing, consider your investment objectives as 
certain investments are not suitable for all investors. Please consult with your financial advisor before making any investment decisions. Past 
performance is no guarantee of future results.  The graphs, charts and other visual aids are provided for informational purposes only, not to be 
used to make investment decisions.  Prospective clients must refer to our website, and in particular, our Advisory Agreement for a complete 
description of Titan’s objectives and investment strategies.



The rate of return on investments can vary widely over time, especially for long term investments. Investment losses are possible, including the 
potential loss of all amounts invested.  There can be no assurance that Titan’s objectives will be achieved or that an investor will receive any 
desired return on their investment. Titan’s performance may be volatile. An investment should only be considered by persons who can afford a 
loss of their entire investment.  The graphs, charts and other visual aids are provided for informational purposes only, not to be used to make 
investment decisions. 



Past performance is no guarantee of future results. Any historical returns, expected returns, or probability projections, are hypothetical in nature 
and may not reflect actual future performance. All Titan performance results include the use of a personalized hedge for a hypothetical client 
with an “Aggressive” risk profile; clients with “Moderate” or “Conservative” risk profiles would have experienced lower returns. For all Titan 
accounts we employ a personalized hedge based on a given client’s personalized risk tolerance. We believe it can help mitigate losses on the 
Titan portfolio during periods of volatility. However, there is no guarantee that any or all losses will be mitigated by this hedge.  All performance 
data reflects a hypothetical Titan client with $10,000 or more in net transfers. If a client has $10,000 or more in net transfers, results are shown 
net of our 1.00% annual advisory fee and include dividends and other adjustments. For clients with less than $10,000 in net transfers, the fee 
would be $5.00 monthly (in lieu of the 1.00% annual advisory fee) which could result in lower returns than shown. Performance results shown in 
the app are gross of fees for clients with less than $10,000 net transfers, so these accounts should subtract our $5.00 monthly fee to obtain net 
performance results (which could result in lower returns than shown above). See our Fee Schedule at titanvest.com/legal for more.



Performance results are net of fees and include dividends and other earnings. Titan results represent performance of a hypothetical account 
created on Titan Flagship’s and Titan Opportunities’ inception dates of 2/20/18 and 8/17/20, respectively, using Titan’s investment process for 
an aggressive portfolio, not an actual amount. Annualized Returns represent internal rate of return (IRR) calculated net of fees and including 
dividends and other adjustments. IRR is calculated using Microsoft Excel’s XIRR function based on an illustrative starting Titan account value of 
$1,000 at Inception Date and its ending value on 3/31/21. 



Performance results were prepared by Titan, and have not been compiled, reviewed or audited by an independent accountant. Performance 
estimates are subject to future adjustment and revision. Investors should be aware that a loss of investment is possible. Additional information, 
including (i) the calculation methodology; and (ii) a list showing the contribution of each holding to the portfolio’s performance during the time 
period will be provided upon request.



Results for the Titan portfolios as compared to the performance of Illustrative Benchmarks are for informational purposes only. The S&P 500 
and Russell 2000 are unmanaged market capitalization-weighted indices of common stocks chosen for market size, liquidity, and industry group 
representation to represent U.S. equity performance. S&P 500 and Russell 2000 results include the reinvestment of dividends and do not reflect 
transaction costs. One cannot invest directly in an index.



Certain information contained herein constitutes “forward-looking statements”, which can be identified by the use of terms such as “may”, “will”, 
“should”, “expect”, “anticipate”, “project”, “estimate”, “intend”, “continue”, “target” or “believe” (or the negatives thereof) or other variations there 
on or comparable terminology. Due to various risks and uncertainties, actual events or results or actual performance may differ materially from 
those reflected or contemplated in such forward-looking statements. As a result, investors should not rely on such forward-looking statements 
in making their investment decisions.  No representation or warranty is made as to future performance or such forward-looking statements.



The research is based on current public information that Titan considers reliable, but Titan does not represent that the research or the report is 
accurate or complete, and it should not be relied on as such. The views and opinions expressed in this are current as of the date of this 
communication and are subject to change.  Financial metrics are subject to future adjustment and revision.  Any forecasted metrics may not 
reflect actual future results.  Any securities identified do not represent all of the securities purchased, sold, or recommended for clients in the 
Titan portfolio. Any securities identified do not represent all of the securities purchased, sold, or recommended for clients.  It should not be 
assumed that investments made in the future will be profitable or will equal the performance of any securities referenced.



Please see our full disclosures for more information at www.titanvest.com/disclosures.
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