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May 4, 2021 

Dear Client, 

Market performance 

Markets have advanced so far this year, as vaccination numbers grew and new infections 

stabilized. U.S. stocks, as well as developed foreign and emerging markets, continued their 

powerful advances. The S&P 500 is up over 10% and other indices are also seeing increases.  

The bond market experienced modest losses through March due to a strengthening economy 

and inflation fears.  As of April, interest rates have come down from their highs and bond 

indices have cut some of their losses.  

Earnings recap: So far, so good  

Earnings are one of the primary drivers of value creation for equities. S&P 500 earnings are 

expected to increase just over 23% for the first quarter of 2021. Of course, it is actual reported 

earnings that matter, not estimates. As of Friday, of those companies that have reported, the 

trend is encouraging. Of the 25% of S&P 500 companies reporting, 84% have reported higher 

earnings than expected and 77% surpassed revenue expectations. Earnings season picks up 

this week with more than a third of S&P 500 companies reporting. Among them are closely- 

watched tech giants, Apple, Microsoft, Google and Amazon.         

Dramatic headlines and “new” investments 

The high levels of volatility in the markets over the past fourteen months have led to some 

strange occurrences. During the swift and vicious declines of March 2020, those eager to avoid 

further losses led to an indiscriminate tossing out of babies with the bathwater.  

Now, there are signs of the opposite in a few corners of the markets.  One example is the 

trading in a few securities in February and March, that was billed as a battle between short-

sellers and social media- fueled small investors. Another is the recent collapse of a large hedge 

fund-like vehicle. That collapse, apparently which involved derivatives like total return swaps 

and massive leverage, saddled lenders with significant losses. 

Yet another sign of heightened risk-taking is a type of security that was relatively obscure until 

recently. That is the Special Purpose Acquisition Company, widely known as a SPAC. Here is 

how it works. A promoter of the SPAC issues shares to the public raising money to buy a 

private company. The company isn’t yet identified when the SPAC is funded. This is called a 
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blank check company or a blind pool. Recently, these SPACs have been associated with 

celebrities and sports figures. 

While risky and far from transparent, these investments have proven very popular with some 

investors. According to SPAC Research and CNBC, there were 292 SPAC offerings in the first 

quarter of 2021, shattering the 2020 record in just three months.  

This issuance also caught the eye of the Securities and Exchange Commission (SEC). The SEC 

gave proposed accounting guidance altering the way SPACs would be allowed to account for 

equity. Given the glut of offerings and the SEC interest, the CNBC SPAC Post Deal Index gave 

up gains for 2021 and has fallen 20% year-to-date as of last week. This is in comparison to the 

less exotic S&P 500 being up approximately 10% year-to-date. 

What does it all mean? 

In the wake of these odd market occurrences, we are often asked if they have implications for 

the broader market. So far, each of these have been contained with little spreading to other 

areas of the markets. While the names and the securities change, this type of thing has 

occurred countless times over the years.  

Fear and greed are strong emotions and powerful market forces. They can create gains and 

crushing losses. We believe the key is a careful calculation of risk. The investment world often 

defines risk with odd names like beta and standard deviation. We believe that the greatest 

risks come from not having enough information to calculate risk. In that case, one might pass 

on an opportunity no matter how good it sounds. Investing and often speculating outside of a 

model based on knowledge of one’s goals is not how we do things here. 

The series of strange events that occur as the cycle shifts from fear to greed and back again will 

likely continue as they always have. It is our work as investors to navigate them. As the old 

saying goes, “the dogs bark but the caravan moves on.” We will be here for you. 

 

Sincerely, 

 

 

 

 

Abiel Acosta, CFP® CBEC® 

 
CRN-3565355-042621 

Sources: FactSet, Bloomberg, S&P Global, CNBC, Wall Street Journal. 

 



 

 

 

 

 

 

 

 

Abiel Acosta is a registered representative of Lincoln Financial Advisors Corp. 
 
Securities and investment advisory services offered through Lincoln Financial Advisors, a broker-dealer and registered investment advisor. Insurance offered through Lincoln 
Marketing and Insurance Agency, LLC and Lincoln Associates Insurance Agency, Inc. and other fine companies. Acosta Wealth Management is not an affiliate of Lincoln Financial 
Advisors Corp. 

Acosta Wealth ManagementAcosta Wealth ManagementAcosta Wealth ManagementAcosta Wealth Management    

300 E. Esplanade Drive, Suite 1950300 E. Esplanade Drive, Suite 1950300 E. Esplanade Drive, Suite 1950300 E. Esplanade Drive, Suite 1950    

Oxnard, CA 93036Oxnard, CA 93036Oxnard, CA 93036Oxnard, CA 93036    

 
Phone (805) 973-5909 

Toll Free 800-500-6153 
Fax (805) 973-5918 

Abiel.Acosta@LFG.com 
CA Insurance License #0E60415 

If you do not wish to receive future e-mails from me, please call me at 805-973-5909, or e-mail me at 

abiel.acosta@lfg.com or write me at 300 E. Esplanade Drive, Suite 1950, Oxnard, CA 93036. We will comply with 

your request within 30 days. Please do not send any trading or transaction instructions through this email. They 

will not be honored or executed. Should you need immediate assistance, please call the Lincoln Financial 

Advisors trade desk at 1-800-237-3813. Lincoln Financial Advisors Corp. and its representatives do not provide 

legal or tax advice. You may want to consult a legal or tax advisor regarding any legal or tax information as it 

relates to your personal circumstances. Abiel Acosta is registered representative of Lincoln Financial Advisors 

Corp. Securities and investment advisory services offered through Lincoln Financial Advisors Corp., a 

brokerdealer (member SIPC) and registered investment advisor. Insurance offered through Lincoln affiliates and 

other fine companies. Insurance offered through Lincoln Marketing and Insurance Agency, LLC and Lincoln 

Associates Insurance Agency, Inc. and other fine companies. CA Insurance License #0E60415. 

 


