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Excellence
Team Work 

MISSION As a fiduciary we commit to excellence and 
high standards as we deliver tailored portfolios 
and financial planning to reduce risk, improving 
the probability of our clients’ success.

 . 

What a difference a year makes. At the end of 
the second quarter of 2020 the S&P 500 was trading 
near 3,300, down 10% from its highs, and the 
world was filled with uncertainty. In early July 2020, 
the US and world were near the height of the 
Covid19 epidemic. Hotels, restaurants, sporting 
events, houses of worship and all public 
gatherings were subject to attendance restrictions 
and mask wearing was nearly ubiquitous. A divisive 
election loomed on the horizon and any hope of a 
vaccine still seemed to be distant at best. 

Fast forward to the scenes of this month's 4th of July 
celebrations and we see that a lot can change in a 
short time. At the end of the second quarter a 
large portion of the population has been 
vaccinated. While there are pockets of the county 
where Covid is still a concern, life is returning to pre-
Covid norms. We see sporting events with nearly full 
stands, restaurants reducing restrictions, strong hotel 
and rental care demand and an overall increase in 
growth and optimism as consumers, with full pockets, 
return to the world.  

This turnaround has been a positive for a high 
percentage of Sterneck Capital client accounts.  
Models are outperforming their full year expectations 
for returns, with 6 months still to go. Many 
accounts have benefitted from increased equity 
weightings purchased during last year’s dip as well as 
strong performance by our Alternatives portfolio 
and our specialty fixed income. 

With the sharp snapback, some areas of the market 
do seem to be a bit ahead of themselves, but 
we continue to find pockets of value. For our 
equity focused accounts, we have added 
positions in Chinese internet companies using 
individual names and an ETF (exchange traded fund). 

These stocks have pulled back over concerns 
regarding regulatory investigations by the Chinese 
government. While we are cognizant that China is not 
the United States in terms of the government’s 
tendency to impose penalties or harsh regulations, we 
think the CCP (Chinese Communist Party) has seen 
the benefits of capitalism and do not believe they will 
impose long-term rules or laws that would disrupt 
capital formation in China. On the contrary, we believe 
the major Chinese internet companies will come 
to dominate their economy over time, much as AMZN 
or GOOG have in the US. 

The last year was a great microcosm for the study of 
one of the biggest psychological detriments to 
long-term investing success, fear. The subsequent 
market momentum has also resulted in areas of the 
market being subjected to “fear’s” equally 
destructive counterpart, "greed".  As Frank will discuss 
in his section of this letter, one of the defining 
elements of the first half of 2021 was the 
incredible gains in the so-called “meme” stocks. 
Certain stocks, driven by commentary in on-
line chat rooms, made incredible percentage 
gains in the first half of the year. Stocks like 
Gamestop (GME) and AMC Theatres (AMC) traded at 
levels unjustified by even the most optimistic 
fundamentals. These events remind us that while 
markets are mostly efficient there are times when 
individual securities can significantly deviate from their 
value driven by “fear” or “greed” in the short-term. 

For the back half of the year we will keep our eyes on 
market valuation, on any changes in the outlook 
for interest rates, and for additional pockets of 
value to open up. 

As always, we appreciate your business and your 
trust. We encourage you to reach out with 
any questions or with referrals to friends or family who 
may benefit from our expertise and service. 
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COMPLEMENT YOUR RETIREMENT ACCOUNTS WITH A ROTH 
BY AUSTIN DRAKE CFP®, SENIOR WEALTH ADVISOR 

Grabbing headlines in recent weeks was the investigative report revealing a $5B Roth IRA held by Silicon Valley 
investor, Peter Theil. While a very low-priced start-up investment and keen accounting contributed to the massive 
growth of this particular Roth IRA, there are multiple potential ways in which we can help clients grow these tax 
advantaged accounts. 

We recommend most of our clients strive to have a good balance of pre-tax and post-tax assets 
entering retirement giving them the flexibility to make tax savvy retirement withdrawals. This relatively new 
account type of Roths (IRA, 401k, etc.) allows assets to grow tax free for the owner’s life and are withdrawn 
income and capital gains tax free. While there is an income limit to Roth IRA contributions, there are caveats to 
the rule including backdoor Roth IRAs and mega backdoor Roth IRAs for those with high discretionary income. 
Additionally, some companies offer employees stock through self-directed Roth IRAs. Contact us to learn if or how a 
Roth strategy could play a role in your financial plan.

INVESTING  VS. GAMBLING 
BY FRANK STERNECK, CO-FOUNDER & CHIEF INVESTMENT OFFICER

As Alec touched upon, there are a handful of stocks (meme), that have captivated the attention of social media 
networks.  While I’ve been around to see a lot of unusual things in my time, I’m mystified observing a company that is 
on the verge of being bankrupt, suddenly seeing it’s stock multiply in price overnight.

A few of those companies have clearly been winners by taking advantage of the spike in their stock prices to issue 
new equity to improve their stressed balance sheets and live for another day.  For everyone else, it’s largely a game 
of musical chairs, and while there are some retail investors that have done well thus far, there are an equal number of 
speculators that are seeing their capital evaporate. The regulators are watching closely and I would not be 
surprised to see some restrictions in an attempt to halt activity that in the past was known (and illegal) as “pump 
and dump”.  

If someone wants to gamble, I suggest going to Vegas… at least you get free drinks.

COACHING CORNER:
TAKING CHARGE AND LEADING OURSELVES 
BY ROBIN STERNECK, PRESIDENT  

Last quarter we talked about the importance of having a personal as well as 
professional strategic plan. For many of us, the challenges, 
pressures, opportunities, and self-reflection that the Shut Down 
and Pandemic overall brought have made it clear that we need to 
update our life roadmaps. For some of us, how, where and when we 
want to work has catalyzed us to act upon a job change. For most of us 
the past 18 months have made us think hard about how we spend 
our time and ways we want to be intentional about that going 
forward. Almost antithetical to overarching conversation of uncertainty 
that seems to be occurring everywhere, in the month of April 4 
million people chose to join “The Great Resignation” by leaving their 
current jobs for a new role, self-employment or early retirement. If 
you are stepping into one of these exciting next chapters, make 
sure you take charge of the personal financial management 
opportunities these changes offer. As your financial advisor we can 
help you optimize the transition and partner with you to navigate through an 
important Smart Planning checklist. 
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