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In 2021 Dynamic Power Global Growth Class (Sr. F) returned 4.1% after returning 92.1% in 2020. While we are pleased to have 

delivered positive returns for 2021, those returns lagged the 2021 calendar year return of the MSCI World Index which was 

21.2%. The U.S. represents nearly 67% of the MSCI World Index and the MSCI EAFE Index was up a meagre 8% in 2021. The 

challenges of 2021 were several – the U.S. dramatically outperformed the rest of the world, the best performing stocks were 

found in the traditional value sectors, and the few growth stocks that outperformed were mega caps with very average expected 

growth over the next three to five years. In fact, the largest mega capitalization companies in the MSCI World Index (Apple, 

Microsoft, Google) were up an average of forty percent last year.  

 

Since 2018, we have repeatedly warned about the regulatory changes happening in China and their impact on Chinese growth 

stocks. In 2021, we witnessed a multi-trillion-dollar selloff ignited by more regulations from Beijing. While China was a big 

exposure in the Fund over the past twenty years, we have been dramatically reducing our exposure since 2018 and by June of 

2021 there was no exposure to China. The anti-capitalist turn in China will have longer-term ramifications for global investing with 

capital flow looking for a new home. Money will flow to elsewhere in Asia, South America, Europe and to a large extent the U.S. 

The importance of entrepreneurship and market forces, not only in technology but in agriculture (decollectivized in the early 

1980s), were key to where China is today. Current policy is having serious implications. While there may be bounces, the catalyst 

for a sustainable turn would be a definitive change of policy.  

 

There are often narratives or themes that investors continually talk or write about. Often that narrative corresponds to the price 

action one is seeing in the market. For example, one may hear the constant drum beat of re-opening the economy post-Covid, 

and at the same time, witness the restaurant and lodging sectors outperform. But there are other times the two may be 

completely misaligned. The opportunity lies in paying attention to the difference in what investors are saying, and what they are 

doing. Over the course of 2021 there was persistent talk about high year over year inflation, and we witnessed some of the 

highest inflation prints since the 1980s. This inflation narrative was evident in the stock market with investors driving up returns in 

cyclicals and financials. But for all the talk from the Fed about inflation no longer being transitory, we watched the yield curve 

flatten over the course of 2021, and both gold prices and stocks had one of their worst years in some time.  

 

The bigger concern for 2022 is the Federal Reserve’s new hawkish pivot away from the transitory nature of inflation. The Fed 

seems to have suddenly lost confidence in their own models and then blinked and started chasing the headlines. The strangest 

part of this narrative is that none of the Fed’s policies have anything to do with stoking inflation and they haven’t caused inflation 

since the 2008 financials crisis. Near term inflation is related to the explosion in M2 (money supply) because of stimulus 

transferred to households.  Admitting this would also prove that Milton Friedman was right, and today’s pseudo-scientific 

economist would never want to do that. I believe that as these payments wane, so too will inflation.  

 

I have reiterated that the best growth prospects have been focused on the re-platforming of technology, the digital transformation 

of enterprises, new gene editing treatments, combination drug therapies, new medical devices, and retailers focused on brand, 

convenience, and experience. My thoughts on this haven’t waivered despite the underperformance of those stocks in the fourth 

quarter of 2021.  
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In 2021, we saw semiconductor supply constraints, Apple’s disruptive software update that had a large impact on the advertising 

space, and difficult year over year COVID comparisons, but many areas including cloud migration continued to grow unimpeded. 

Labour costs and shortages are providing an accelerant for the use of low-code development and automation tools. Cloud based 

data analytics and databases are seeing accelerating growth while rearchitecting cyber-security for the cloud continues to show 

tremendous strength. The pandemic has permanently transformed the delivery of health care and technology used to develop 

and deliver future medicines. The best companies in retail are continuing to combine digital strategies with experiential stores and 

are breaking away from the rest of the sector.  

 

I do not make market predictions, nor do I use a top-down view to position my Funds. My focus is always on the same investment 

process that has been at the core of our long-term success since we started this Fund in 2001. This adherence to process is what 

has contributed to the Fund’s long-term track record. I remain very excited about the long runways of growth for the companies in 

our Funds, and their current valuations relative to their future growth prospects.  

 

 

Thank you for your continued support of Dynamic Power Global Growth Class.  

 
Noah Blackstein, CFA   Vice President & Senior Portfolio Manager 
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