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DISCLOSURES 

The information contained herein reflects the opinions and projections of Richie Capital Group, LLC and its 
affiliates as of the date of publication, which are subject to change without notice at any time subsequent 
to the date of issue. Richie Capital Group does not represent that any opinion or projection will be realized. 
All information provided is for informational purposes only and should not be deemed as investment advice 
or a recommendation to purchase or sell any specific security. This shall not constitute an offer to sell or 
the solicitation of an offer to buy any interests in any fund managed by Richie Capital Group or any of its 
affiliates. Richie Capital Group has an economic interest in the price movement of the securities discussed 
in this presentation, but Richie Capital Group's economic interest is subject to change without notice. While 
the information presented herein is believed to be reliable, no representation or warranty is made 
concerning the accuracy of any data presented. This communication is confidential and may not be 
reproduced without prior written permission from Richie Capital Group. Performance returns are estimated 
pending year-end audit. Past performance is not indicative of future results. Actual returns may differ from 
the returns presented. Factors that could result in a difference between composite returns and client 
account returns include, but are not limited to, account asset size, asset allocation, timing of transactions, 
commissions, management fees and specific client mandates relative to individual investment objectives. 
Estimated returns are presented net of expenses and maximum management fees.  All dividends are 
assumed to be reinvested.  References to market or composite indices, benchmarks or other measures of 
relative market performance over a specified period of time are provided for information only. The 
composition of a benchmark index may not reflect the manner in which a Richie Capital Group portfolio is 
constructed in relation to expected or achieved returns, investment holdings, portfolio guidelines, 
restrictions, sectors, or concentrations, all of which are subject to change over time. When you’re a kid, you 
don’t realize that you’re also watching your Mom and Dad grow up. Each client will receive individual 
returns from their respective custodian. Positions reflected in this letter do not represent all the positions 
held, purchased, or sold, and in the aggregate, the information may represent a small percentage of activity. 
The information presented is intended to provide insight into the noteworthy events affecting returns for 
clients. 
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“Bull markets end when the perception of earnings growth disappears […]. Manias, on the 
other hand, end when the market runs out of buyers.” – Andy Kessler 

 
 
 

Portfolio Returns1 Q1 2020 Q2 2020 Q3 2020 Q4 2020 FY2020 FY2019 
RCG Long Short  17.9% (-1.8%) 7.0% (-11.5%) 9.7% 8.1% 

RCG Long Only2 (-20.6%) 33.5% 12.9% 16.9% 40.1% 28.7% 

RCG Top 10 (-14.7%) 17.7% 7.8% 7.6% 16.4% 37.6% 

Benchmark Returns       
Equity Long/Short Index3 (-8.7%) 7.3% 3.2% 9.98% 11.1% 6.9% 

Russell 3000 (broad index) (-20.9%) 22.0% 9.2% 14.7% 20.9% 31.0% 

S&P 500 (large cap) (-20.0%) 19.9% 8.5% 11.7% 16.3% 28.9% 

 
 
Dear Partner, 
 
2020 ended with the world collectively eager to put a challenging year in the rear-view mirror 
while looking forward to the light at the end of the tunnel. The US election results are now 
(mostly) behind us, and we have two approved Covid-19 vaccines being distributed in the US with 
an additional 5 being used in other parts of the world.  What is most surprising to me is, having 
witnessed a year where we endured the worst global pandemic in a century, the fastest bear 
market in history, a global recession, and a contentious presidential election; that I would find 
myself in the same place I was exactly a year ago: contemplating whether the market accurately 
reflects the reality of our economy.   
 
Even in the face of violence and domestic terrorism at the nation’s capital, the market still goes 
up.  Once again, the market is looking past the present to the recovery: 
 

• The Biden victory has been officially certified. (The market loves clarity.) 

• The recently passed $908B relief bill is likely just a “down payment” on more spending. 

• Senate victories for Democrats Warnock and Ossoff signal more relief funds to Americans. 

• And while Democrats were victorious in the Senate, the split is 50/50 and so the path to 
future tax increases is not smooth. 

• Investors are certain that vaccine rollouts will lead to a broad reopening of the economy.  
 
The market is looking forward, but had all of the above outcomes been reversed, the market 
would still have found a positive narrative. 
 

 
1 All portfolio and index returns mentioned are presented net of expenses and maximum management 

fees paid by any account within the composite. All performance is estimated pending year-end 
performance audit. Completed audit numbers available upon request. 

2 The RCG Alpha Strategy has been renamed to RCG Long-Only Strategy  
3 BarclayHedge Equity L/S Index 

https://www.raps.org/news-and-articles/news-articles/2020/3/covid-19-vaccine-tracker
https://www.nytimes.com/2020/12/22/us/politics/biden-coronavirus-stimulus-bill.html
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Over the coming weeks, the clouds from the Presidential election will (hopefully) fade, but Covid-
19 will continue to dominate both concern and conversation.  With the distribution of vaccines 
globally, we are on a path back to “normalcy”, but investors must realize that the vaccine is no 
panacea. It won’t cause the virus to magically disappear:   

• Vaccination does not provide instant immunity – People will be even less inclined to 
wear a mask once vaccinated. It can take 4 to 6 weeks from initial dosing to achieve 
immunity.  

• This was the fastest vaccine ever created – We could see efficacy diverge from controlled 
clinical trials for a multitude of reasons including participant real world behavior, unique 
medical conditions, and vaccine logistical considerations. (i.e. how the vaccine is stored, 
transported and administered globally.) 

• Length of vaccine coverage is yet to be determined – What if antibodies fade exactly 13 
months after the second dose is administered? 

• It is unclear whether vaccinated persons can still spread Covid 19 – Consider newly 
vaccinated college students innocently visiting unvaccinated Grandma. 

 
And when we consider “normalcy,” what will be the lingering effects?   
 
One aspect of the pandemic that has intrigued me is the existence of so called “Long-Covid” 
patients. Sometimes called “Post-acute Covid”, these patients are typically young and healthy 
when they contract the virus.  Their symptoms are often mild enough that they do not require 
hospitalization.  But months after their initial infection, they continue to experience life altering 
symptoms including severe fatigue, memory lapses, digestive problems, cognitive issues, erratic 
heart rates, headaches, and hair loss.  For these patients, contracting and recovering from Covid 
is not the end of the story.   
 
I see similarities in the broader business economy. As we plunged into the heart of the pandemic 
last year, businesses ramped up borrowing to bolster their balance sheets for whatever lay ahead.  
By September, U.S. Bond sales had surpassed the full year bond sales record ($1.92T) set in 2017. 
U.S. Debt has now reached its highest level compared to GDP4 since World War II. Only a few 
nations have debt loads that exceed their economies and those include: Japan, Italy and Greece.  
 
 
 
 
 
 
 
 
 
 
 
 

 
4 Gross Domestic Product (GDP) is the broadest measure of U.S. economic output. 

https://www.wsj.com/articles/doctors-begin-to-crack-covids-mysterious-long-term-effects-11604252961
https://www.bloomberg.com/news/features/2020-11-09/coronavirus-long-haulers-tell-us-their-symptoms-and-the-aftereffects-of-disease
https://www.bloomberg.com/news/features/2020-11-09/coronavirus-long-haulers-tell-us-their-symptoms-and-the-aftereffects-of-disease
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(Source: Visual Capitalist) 

 
More concerning than the absolute public debt levels are those who are in debt: financially 
challenged individuals and companies. Many companies had burdensome debt levels prior to the 
pandemic.  They have survived through a combination of increased debt and government relief. 
Post-pandemic, they will have to work much harder to reduce borrowings if earnings do not fully 
recover as the economy re-opens.  
 
A quick case study can be found in the airline industry. We analyzed the six largest U.S. airlines5 
to compare industry debt metrics pre- and post-pandemic. 
 

  
Notes: Median annual interest rate is implied based on additional debt raised during the pandemic.  Coverage ratio assumes 
recovery revenue will be 65% of pre-pandemic revenue and operating margins remain the same as pre-pandemic. Data sourced 
from SEC filings and internal calculations. 

 
Median debt levels tripled from December 2019 to September 2020 and the implied annual 
interest rate more than doubled. Our assumption is that “normalcy” post-pandemic will only bring 
revenue to 50-70% of pre-pandemic levels as business travel will be curtailed indefinitely.  
Business travelers have historically been airlines’ most profitable customers. Post-pandemic, 

 
5 Airlines include American, United, Delta, Southwest, Alaska and Jet Blue 
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businesses will prefer video conference options over last minute $2,000 plane tickets. This will 
impact profits and margins for airlines. The median coverage ratio (a measure of a company’s 
ability to pay interest and principal on its debt) was reduced from 13x to 1x. A minimum 
acceptable coverage ratio is 2x, and a coverage ratio below 1x indicates that a company cannot 
meet their debt service obligations.  We have engaged in a bit of statistical manipulation here for 
effect as these numbers do not fully reflect unspent balance sheet cash. The airline industry is not 
in nearly as bad a shape as these charts would indicate. But these debt levels are clearly 
unsustainable and the industry is on a short leash. American Airlines recently reported that their 
average expected daily cash burn rate would be close to $30M per day ($900M per month) given 
end of year 2020 flight travel patterns.  Distribution of a vaccine for Covid is not the end of the 
story.  There will be a hangover for airlines.   
 
Continued government relief is required to keep the economy running and prevent a longer 
recession. However, government intervention also kicks the can down the road and postpones 
the natural sorting mechanism which allows weaker companies to atrophy or fail while stronger 
businesses invest for the future. Governments can’t provide stimulus forever without residual 
negative effects.  Eventually, aid will be reduced and new relief funds will go directly to workers 
who lose their jobs, leaving companies to fend for themselves.   
 
The airline industry is not the only sector where I have concerns.  There are other heavily indebted 
industries which will experience lingering effects.  But on the other side of the equation, I continue 
to see over-enthusiasm for companies that have done well through the pandemic. Future 
prospects are not nearly as sterling as their parabolic stock prices.  The market is getting ahead of 
itself. We have long lines at food banks. We have creeping consumer debt. And, due to 
components of the original CARES Act, credit card issuers are not yet reporting troubled loans. 
We have rent moratoriums which are scheduled to end at the end of January.  Between 2.4 million 
and 5 million American households are currently at risk of eviction and millions more will be 
vulnerable afterward. A Moody’s report noted that tenants could owe as much as $70B in back 
rent.   
 
The repeated rounds of liquidity and Federal relief aid have trained investors to take on more risk.  
Many believe that markets can no longer have a correction because the Federal Reserve will 
always step in. This has led to a momentum chase in stocks with inferior underlying fundamentals. 
Optimistic investors are looking forward to the light at the end of the tunnel, but they are also 
looking past the realities of business debt burdens and the underlying economy. 
 
 
Selected portfolio discussion: 
 
For the fourth quarter of 2020, the RCG Long Short Fund lost 12% while the RCG Long Only 
strategy gained 17%. For the full year, the Long Short Fund gained 10% while the Long Only 
strategy gained 40%. Our closest benchmarks, the Equity Long Short Index and Russell 3000 
gained 11% and 21% for the full year respectively.   
 
We closed out the year with solid results, especially given the pandemic. Our Long Short hedge 
fund notably faced headwinds in Q4 as the market experienced an “everything rally”. In the month 

https://www.wsj.com/articles/u-s-poised-for-wave-of-evictions-in-january-as-federal-ban-expires-11607855401
https://www.bloomberg.com/news/articles/2020-12-10/u-s-households-may-be-70-billion-behind-on-rent
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of November alone, our RCG Long Only strategy gained 18% primarily from the enthusiasm 
around the announcement of a viable Covid vaccine. The hedge fund lost ground in successive 
months starting in September. This is not entirely unexpected as our positioning in the fund 
reflects our concerns for the economic outlook given our perspectives detailed earlier in this 
letter. In our view, the market has blind spots.  Our process allows us to see what is coming and 
prepare for those eventual outcomes by evaluating winners and losers while managing risk.    
 
Our top performers for the quarter included: 
 
Par Technology (PAR – Up 55.4%) – Our cloud-based restaurant Point-of-Sale software provider 
is no longer “under the radar”. The stock more than doubled in 2020 and our portfolios performed 
even better as we grabbed additional shares at discount prices at the peak of the pandemic.  The 
company was a net beneficiary of lockdowns during the year as restaurants focused on take-out 
and delivery service.  Par enabled their customers to offer online ordering and seamlessly 
integrate with delivery platforms such as Uber Eats.  Investors are taking note just as the company 
is ramping up their payment capabilities. We are also awaiting the announcement of the 
divestiture of their government defense business which will simplify the story and make the 
company attractive to a broader group of investors. The sale will provide the company with 
additional cash to pursue acquisitions.   
 
Amphenol (APH – Up 18.7%) – In December, our high-speed, specialty connector manufacturer 
announced the acquisition of MTS Systems Corp for $1.7B to enhance their sensor products 
catalog. Having completed more than a dozen acquisitions since 2016, growth through acquisition 
is a key tenet of their business strategy and we view this transaction as business as usual.  You 
can read more about our investment thesis for Amphenol here. 
 
MarketAxess (MKTX – Up 16.8%) – MarketAxess is the dominant exchange trading platform for 
corporate bonds.  We invested in the company at the beginning of 2020 based on their roadmap 
for organizing the bond marketplace into an electronic ecosystem similar to the system available 
for common stocks. Our timing could not have been better as 2020 set a record for US Corporate 
Bond issuance.  The company has continued to gain traction as the pandemic accelerated the shift 
to digital and online bond trading as bond  traders were forced to work from home.     
 
Our biggest detractors for the quarter:  
 
American Tower (AMT – Down 9.15%) – The largest operator of wireless towers has faced 
challenges in the form of customer churn at one of their largest customers: Sprint/T-Mobile.  
However, the company remains well positioned as carriers domestically and internationally 
transition to 5G which will require a densification of their networks.  
 
Viemed Healthcare (VMD – Down 10.2%) – The respiratory healthcare services company was a 
detractor for the second quarter in a row. The pandemic has increased overall awareness of acute 
lung diseases and has allowed management to develop new customer relationships by providing 
much needed ventilators during the height of the crisis. However, hospital restrictions have 
hindered the company’s ability to access hospitals and clinics. Physicians have diverted their focus 

https://richiecapital.com/2017/10/08/investing-in-aglets/
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from addressing COPD patients to the more immediate needs of Covid.  Our investment thesis 
has not changed.  We expect these hurdles to subside, placing VMD back on track in 2021.   
 
 
This past week specifically was a rough one for our country.  Considering the shock of the actual 
event and, more importantly its recency, I wonder if we simply perceive it as more shocking than 
some of the extremes of our past? As I re-watched the footage of the assault on our capital and 
considered the multi-dimensional depth of what was happening, I was reminded of a quote from 
comedian and civil rights activist Dick Gregory: 
 
“In America, with all of its evils and faults, you can still reach through the forest and see the sun. 
But we don't know yet whether that sun is rising or setting for our country.” – Dick Gregory 
 
I am an eternal optimist and so I prefer to believe the sun is always rising. We can always get 
better. We are a diverse nation and that is what makes us special. We have different values, 
religions, belief systems, and motivations. If we embrace those differences as what makes this 
country unique, we can grow stronger as a nation and move forward.   
 
2020 was a challenging year in many ways.  The fear of an unknown virus and how it would affect 
friends and family.  Concerns for jobs and well-being. The mental stress created by the realities of 
racial divisions within the US. But all of these unforeseen events create opportunities, and that is 
exciting to me. One of the things I love about the business of investing is that every day is different, 
and I am in a continuous state of learning.  I have the opportunity to take advantage of dislocations 
in the market for the benefit of clients. I am rewarded by the prospect of helping clients achieve 
their personal dreams sooner than expected, or providing them with a better quality of life in 
their retirement.  That is rewarding, and that is why I put in the long hours.  
 
If you are interested in joining us on our investment journey, please contact us at 
investorrelations@richiecapital.com.  Thank you again for trusting us with your valuable assets. 
 

 
 
Khadir Richie 
Principal  
Richie Capital Group 
www.richiecapital.com  
“It is a privilege to manage money for others.” 
 
 
 
 

mailto:investorrelations@richiecapital.com
http://www.richiecapital.com/

