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 Insights on recent  

market events 
 
Dynamic Funds held a special podcast: “On The Money with Dynamic Funds” with Vice 
President & Senior Portfolio Manager, Noah Blackstein. Noah shared his thoughts on the 
markets, fund positioning, and where he sees opportunities going forward. 
 
Noah is responsible for the management of over $7 billion in U.S. and global growth portfolios 
and has been with Dynamic since 1997, where he has established himself as a successful U.S. 
and global growth fund manager with a reputation that’s strengthened by a 25 year-plus track 
record of success and numerous industry awards. Alongside his mutual funds, Noah manages 
two hedge funds: the Dynamic Alpha Performance Fund, a conservatively managed hedge 
fund designed to protect capital wealth, and the Dynamic Global Growth Opportunities Fund. 
He also manages the Dynamic Alpha Performance II Fund which is a liquid alternative fund 
version of the Dynamic Alpha Performance Fund. 
 
Throughout his career, Noah has regularly appeared in many well-known publications, 
including Barron’s and the Wall Street Journal, and is a regularly featured guest on CNBC and 
other respected financial news programs. He brings unparalleled market insight and skill to 
the job backed by a disciplined investment method.  
 
You’ve been managing money for over 25 years, how does this market compare to anything you’ve 
seen in the past? 
 
I’ve been managing the Dynamic Power American Fund, for 23 years in July. This time period included the 2008 global 
financial crisis and the 2000 to 2002 bear market. I started in the industry in the early 1990s and have gone through the 
peso crisis, the Russian debt default, the 1998 long term capital crisis and so on. I’ve been through many of these market 
breaks, including the fourth quarter of 2018 as well, which was a decline of nearly 20% in a very short time period. 
 
Typically these bear markets and big market breaks are brought about as a result of the Federal Reserve or central bank 
tightening cycle that goes too far, causing something to implode which ends the tightening cycle. This situation has been 
very different in the sense that there were no glaring economic imbalances in the economy going into this downturn. This 
was obviously a pandemic and the government reaction to the pandemic was to shut the economy down. That’s why I think 
you’re seeing some of the worst economic numbers since the Great Depression. This is not a lack of demand or lack of 
aggregate demand; this is much more a policy choice to attempt to stop a virus, so it’s very different in that sense because 
there was nothing glaringly wrong with the overall economy.  
 
The speed at which the decline happened has been very different from others.  Typically over the past 20 years, it’s taken 
about 180 days to establish a low in the market, and the average decline has been about 27%. This time it took 33 days to 
fall 35%. I’ve seen worse bear markets in terms of percent declines, but I’ve never seen markets decline this fast. That’s 
twice the speed of the next fastest drop - 2010 where I believe it only took about 66 days to fall 17%. 
 
The rally back has also been very fast. The recovery of about 50% of the decline over the last 20 years has typically taken 
about 74 days and this time it took 17 days. The speed and rebound of this decline has been remarkable.  I’ve seen worse 
bear markets, but I’ve never seen anything that was deliberately created, and I’ve never seen anything that’s declined and 
rallied back this fast. 



 

 

To your comment around the sheer speed and velocity of what we’ve witnessed, has this caused you 
to pause and alter or adjust your investment approach, and how do you incorporate an unprecedented 
macroeconomic event or even a non-economic event like a pandemic into your process? 
 
I’ve managed through numerous market cycles over my 25 year career and sticking to our disciplined, bottom-up 
investment process has been critical to our success over time. There’s always an issue for the world to be concerned 
about. We focus on managing highly concentrated portfolios, either in the U.S. or globally, and we try to find 20 to 25 of the 
best stocks with the most significant upside. That process has been tested through some of the worst bear markets in 
history, so we stick to that discipline and process and we don’t really change it. It’s one thing to have a discipline and 
process, but it’s also another thing to be able to stick to it when things aren’t going well. We’ve been through enough bear 
markets to know that it’s the discipline and process that leads to finding big winners over time, and big winners will always 
lead you up and out from these deep bear markets. 
 
Now that we’ve seen U.S. and global equity markets move off the lows of March, are we entering a new 
bull market or are we experiencing a bear market rally? What are your thoughts on this? 
 
The way we make money over time is by finding a company that’s getting $1 - $2 billion in sales today and can see that 
number go to $10 - $25 billion in sales over time. Today they might have $0.25 in earnings per share, but that earnings per 
share number could go to $5 to $9 a share. Trying to figure out whether this is a bear market rally or a new bull market is 
easy to know with hindsight. In the depths of bear markets, or markets like 2002 and 2008, we have tried to find the 
companies that continued to grow, and continued to have good opportunities in front of them, and we stuck with those 
types of companies.  
 
Could you walk us through how two of your particular funds are positioned currently? - Dynamic Power 
American Growth Fund and Dynamic Power Global Growth Class. 
 
Dynamic Power American Growth Fund was launched in 1998 and Dynamic Power Global Growth Class in 2001. The 
discipline that we use in Dynamic Power American Growth Fund is finding companies that are generating high teens or 
better earnings growth, and trying to figure out the sustainability and long term outlook for their revenues and earnings, 
which is what we believe will drive their stock prices. That’s also applicable to Dynamic Power Global Growth Class, but 
it’s done on a global scale versus a U.S. scale.  
 
Coming into this situation, a number of themes we continued to believe in were the digital transformation of enterprises, 
the move toward cloud computing, the move towards a reduction of paper processes, the ability to automate processes 
internally, and the ability to access your corporate IT network from wherever you are. In healthcare we were looking at 
areas such as telehealth, remote patient monitoring, continuous glucose monitors and other products. We have also seen 
the theme of the retailing sector transforming into a bifurcated market of either ecommerce or convenience and experience.  
 
All of these themes come about as a result of our bottom-up investment process. While many of the stocks that we held 
declined initially as the lockdown situation began, many came roaring back to new highs very quickly because the pandemic 
accelerated many existing trends. In discussing these trends, many listeners will probably think of names such as Amazon. 
This situation is a global phenomenon. Whether it’s ecommerce and online payments in South America through Mercado 
Libre, or gaming and shopping through SEA Ltd. in places like Indonesia, the Philippines and Vietnam, the digital 
transformation of not only the consumer, but also the enterprise is happening globally as well as in the U.S. 
The goal of Dynamic Alpha Performance II Fund is to “keep the wealth in wealthy”. Looking back at 
the market selloff from the peak on February 19 to the bottom on March 23, the S&P 500 was down 



 

 

significantly while Dynamic Alpha Performance II Fund earned a positive return. Can you touch on the 
Dynamic Alpha Performance II offering, and how you position that fund to protect capital? 
 
We’ve been running the Dynamic Alpha Performance Fund (a long-short hedge fund available through Offering 
Memorandum (OM)) since 2002. In 2018, the rules changed and allowed us to offer that structure within the liquid 
alternative category, which was much more similar to a mutual fund in terms of the investing rules, daily pricing, and 
minimum investment amounts. Today, we manage Alpha Performance II Fund (a liquid alternative) exactly the same as 
we run Dynamic Alpha Performance Fund (OM).  
The goal of these funds is to keep the word wealth in wealthy. We strive to achieve mid- to- high single digit returns with 
low volatility and low correlation to other investments. I don’t believe there is an asset class that is naturally low in terms 
of volatility. Sometimes you’ve heard that in relation to low beta funds, and in my opinion, that’s not true. A stock doesn’t 
know if it’s a low volatility stock or a high volatility stock. We’ve seen the selloff of things that were considered to be low 
volatility, whether it was fixed income, REITs, or utilities.  
As I have often said, a hedge fund that actually hedges is the best way to manage volatility, and that’s really what we’ve 
been doing in the Dynamic Alpha Performance Strategy for the past 18 years. 
Asset allocation is changing. In my opinion, the old paradigm of bonds and stocks being mutually diversifying is coming to 
an end, whether that’s because of the ETF-ication of the fixed income market, or because of central banks lifting all asset 
prices, the reality is that for most of 2018, when stocks declined, bond prices declined. Similarly in March of this year, we 
saw incredible turmoil in the bond market. In fact, there was one day in March when both stocks and fixed income fell 
about 8% in a single day. 
Since the end of the global financial crisis until about 2018, both bonds and stocks went up over the long run but they 
went up at different times and they were mutually diversifying. That’s no longer true, and really hasn’t been since about 
2018, so the traditional 60/40 or 50/50 balanced fund, which previously offered diversification, is no longer doing that. 
Your bonds aren’t offsetting your stocks and your stocks aren’t putting up gains to offset your bonds. What we’re finding 
is that there is a need to look toward different alternatives in order to get balanced fund type returns over time.  
The liquid alternative base and the ability to launch the Dynamic Alpha strategy in a liquid alternative has provided 
investors with the ability to diversify a little more and a little bit better, because the traditional 60/40 or 50/50 balanced 
fund has become more challenged over the last few years. Given where interest rates are today, it’s quite possible for 
that challenge to exist for years to come. 
 
You’ve mentioned in previous comments that the current global pandemic pauses the present but 
accelerates the future. If we look across your mandates are there areas where the crisis created any 
potential opportunity scenarios that you’re looking into that previously you may not have? 
 
There are a number of industries which haven’t really been through this before. For the airline and travel industry, the 
only analogy is probably 9/11, and they came back quick from that. In terms of other industries, like the restaurant 
industry, they’ve never gone through something like this unless you go back to Prohibition and the banning of alcohol 
sales in the United States, so it’s very difficult to find a playbook on that. 
But whether it’s the shift toward ecommerce, the shift to work-from-home or the digitization of enterprise, this process is 
continuing and is probably accelerating. We heard from Microsoft recently that they’ve done two years of digital 
transformation of enterprises in the last two months, so I think most plans are now being designed and re-architectured to 
the point where can they bring in software that can automate manual processes, and their sales people or our other 
employees can access the corporate network securely from remote locations and work without any interruption. This 
digital transformation, which was going on anyway because of the flexibility vis-a-vis use of the cloud, is now 
accelerating. E-commerce and internet shopping has also begun to accelerate. Media has also, whether it’s Netflix or 



 

 

subscription-based services, or over-the-top services, continued to accelerate. I believe that many of the trends where we 
are positioned which were market share gainers, have accelerated through this pandemic, and that’s unlikely to change. 
We’ve heard from Shopify, we’ve heard from Twitter, and we’ve now heard from Facebook, that employees can work 
from home indefinitely, so this isn’t something that is going away. I think this transformation is likely to continue for years 
ahead. It’s a long time since the tragedy of 9/11 occurred, yet we still take off our belts and our shoes at the airport. I 
would expect this pandemic planning, this work-from-home, this digital transformation, to continue for years to come and 
probably at an accelerated pace. 
On the flipside though, it’s also accelerating the future in negative ways. Office-based REITs, malls, and mall-based 
retailers, were already suffering from a lack of traffic, and this pandemic that has shut down many of these malls, has 
accelerated a process of bankruptcies and liquidations in that space.  This is something that likely would have played out 
over a number of years, to something that’s probably going to play out over a number of months.  
 
Taking account what we’ve been through thus far but obviously looking forward, what would be your 
final comment to our readers around investing in this environment, and more importantly staying 
invested with an active manager? 
 
I believe duration is the key and time is the key variable. There are numerous products today and numerous features of 
the market today that probably didn’t exist 20 years ago - ETFs or high frequency traders - that make the short term 
volatility significantly more extreme, as we saw in March of this year. If you’re really investing for the next 10 years and 
you’re really looking for capital appreciation, the themes I have spoken about are your opportunities over time.  
There are opportunities for deep value managers, and I think it’s important to be balanced between both growth and 
value managers, but as an investor the advantages you have are duration and time, and not timing the market. These 
market breaks have become faster and faster and the ability to time or trade around them is becoming ever more difficult.  
It’s never been a better time to be a long term investor, and we think that is truer today than it was even 20 years ago. 
 
 
 
 
 

dynamic.ca 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund 
investments. Please read the prospectus before investing. The indicated rates of return are the historical annual 
compound total returns including changes in unit values and reinvestment of all distributions does not take into 
account sales, redemption or option changes or income taxes payable by any security holder that would have reduced 
returns. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated.   
Information pertaining to the Dynamic Hedge Funds (the "Funds”) is not to be construed as a public offering of 
securities in any jurisdiction of Canada. The offering of units of each of the Funds is made pursuant to its respective 
Confidential Offering Memorandum only to those investors in jurisdictions of Canada who meet certain eligibility and 
minimum purchase requirements. Important information about each of the Funds, including a statement of their 
fundamental investment objectives, is contained in their respective Confidential Offering Memorandums. Please read 
the Funds' Confidential Offering Memorandums carefully before deciding to purchase units. Views expressed 
regarding a particular company, security, industry or market sector are the views of the writer and should not be 
considered an indication of trading intent of any investment funds managed by 1832 Asset Management L.P. These 
views should not be considered investment advice nor should they be considered a recommendation to buy or sell. 
These views are subject to change at any time based upon markets and other conditions, and we disclaim any 
responsibility to update such views.  © Copyright 2020 1832 Asset Management L.P. All rights reserved.  Dynamic 
Funds® is a registered trademark of its owner, used under license, and a division of 1832 Asset Management L.P. 
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