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For Week Ending 4/4/2025: 

As Wednesday's US tariff announcement threw global economic projections into disarray, the S&P 500 plummeted 9.1% 

last week amid particularly intense and broad-based selling on Thursday and Friday that further inverted the VIX futures 

curve and sent the VIX index over 40.  Ominously, credit markets also began to deteriorate markedly with high yield 

corporate credit spreads (a bond market "fear gauge") touching 4% on Friday, exceeding last August's "Yen panic" 

levels (See FRED chart below).  

While they don't guarantee a major market crisis, these are the conditions under which one can form. Though a VIX near 

40 may seem like the end, for true tail events in volatility it is often closer to the beginning. For example, after the VIX 

index first closed over 40 entering the COVID crisis on 2/28/20, the S&P 500 fell a further 24% and VIX futures (as 

represented by the VIXY ETF) spiked nearly 200% from 2/28 levels in just a few weeks. Every situation is different, but it 

is during rare events like these when hedging is most likely to be a net positive for portfolios.  Far from "smooth sailing," 

these periods more closely resemble a fist fight but as our results from the COVID period attest, the right defense on just 

a few intense days can make all the difference for long-term compounding. In any case, the road ahead is likely to be 

bumpy.     

 



 

 

After booking partial VIX profits on Thursday, the Tactical Beta and Tactical Q strategies ended the week with 20% VIX 

hedging policy-minimum index exposure.*/**  At near-maximum defensive posture, priority for each strategy now turns 

to maintaining the equity : VIX ratio on a day-to-day basis, ideally with VIX profits funding equity purchases at newly 

discounted prices, enabling portfolios to sidestep the worst of any further market decline while preparing for an 

eventual recovery. 

 

 



 

 

 

Disclosure 

Investing involves risk, including the possible loss of principal.   
 
This information is provided for informational purposes only and does not involve the rendering of investment advice. 
This is not an offer to sell or a solicitation of an offer to buy an interest in any investment fund, instrument, or financial 
product, or for the provision of any investment management or advisory services. Recipients should not rely on this 
material in making any future investment decision. This Commentary should not be regarded as a complete analysis of 
the subjects discussed. Little Harbor Advisors, LLC (LHA) makes no representation that any strategy would be appropriate 
for any particular investor. All expressions of opinion reflect the current view of LHA as of the date of the original use of 
this information and are subject to change. While LHA uses reasonable efforts to obtain information from reliable 
sources, it makes no representation or warranty as to the accuracy, reliability, or completeness of any information 
prepared by another party. There can be no assurance that either strategy will continue to hold the same positions or 
percentage of instruments described herein and each strategy may change any position at any time.   
 
*The Sample Account for the Tactical Beta Strategy (f/k/a U.S. Equity Smart Index strategy) is for the longest tenured 
account managed by Mike and Matt Thompson from November 1, 2016 through April 4, 2025. **The Sample Account for 
the Tactical Q Strategy consists of two accounts managed by Mike and Matt Thompson for portions of the time period 
between May 1, 2020 through April 4, 2025 to form one continuous Sample Account. Currently, at Thompson Capital 
Management LLC (TCM), the Thompsons manage a composite of separately managed accounts for each strategy which 
use substantially the same investment objectives, policies, and principles. Mike and Matt Thompson, as employees of 
LHA, will implement the strategies for LHA clients. LHA has an exclusive license from TCM to employ and market the TCM 
LHA Tactical Beta strategy and the Tactical Q strategy referred to herein. TCM is the Source for all the charts found 
herein. 

VIX is the ticker symbol for the Chicago Board Options Exchange (Cboe) Volatility Index, which shows the market’s 
expectation of 30-day volatility. References to the S&P 500®, the S&P, and to the market generally are to the Standard & 
Poor’s 500® Index (SPX) which is the market capitalization-weighted index of 500 leading companies in leading industries 
of the U.S. economy that does not include re-investment of dividends in the calculation of the index total return. VIXY is 
the VIX Short-Term Futures ETF, which seeks investment results, before fees and expenses, that match the performance 
of the S&P 500® VIX® Short-Term Futures IndexTM. The VIX Vol Dashboard™ is a trademark of TCM. 
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