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very bubble is, at its core, a story about the future — a collective conviction that tomorrow 
will be sharply different from yesterday. Bubbles form when investors decide that a new 
technology, asset, or financial structure is so transformative that old valuation rules simply 
don’t matter. The narrative changes each cycle, but the psychology never does: belief in a 
historic break with the past.

Technology bubbles are the most powerful version of this phenomenon because they fuse abundant 
capital with runaway imagination. Investors aren’t buying earnings; they’re buying the promise of a 
new industrial order. A few companies become category-defining winners yet far more are tossed 
into the winds of disruption.

And this is where market participants consistently look the wrong way, and why we think the 
opportunity to allocate to short exposure is now.

While a tech bubble is in full swing, nearly all attention goes to identifying the potential champions 
to own and false prophets to short. Meanwhile, the real short opportunity during a bubble — often 
broader, clearer, and more durable — is ignored. Disruption doesn’t just crown winners; it also creates 
mass casualties. Incumbents, niche players, and balance-sheet-fragile companies start breaking long 
before a bubble peaks, and long before the 
winners themselves falter.

History repeats this pattern with remarkable 
precision:

• �1999–2000: The dot-com boom minted a 
handful of “New Economy” giants and many 
more temporary moonshots that proved to 
be very risky shorts prior to the bubble peak 
in March 2000. Instead, before the peak, the 
most valuable shorts were found amongst 
the disrupted “Old Economy” sectors — 
industrials, transports, materials, brick-and-
mortar retail.

• �2020–2021: As COVID “winners” — streaming, 
at-home fitness, e-commerce enablers, 
remote-work tools — traded at narrative-
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2. After a bubble, as over-celebrated newcomers reveal their limits. We expect this robust opportunity to 
playout in time, but shorting too early will be costly. 

In the midst of today’s ongoing AI bubble, business 
moats long-assumed to be unassailable are under 
direct attack. For some time, the impact of AI was hard 
to ascertain, yet a recent article in Bloomberg suggests 
that business disruption from AI is real and growing.  

As panicked investors react to the possibility that no 
business model will be shielded from the impact of AI, 
shares of some of the most revered companies have 
recently plummeted more than -50% despite the S&P 
hovering just below its all-time highs.  

In an environment defined by extraordinary technological promise — and extraordinary dispersion — the key is 
recognizing this dual structure. While many of today’s market darlings may become compelling shorts over 
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driven nosebleed extremes, COVID “losers” like travel, hospitality, and physical retail were once again 
treated as structural casualties.

Across cycles, bubbles create two short opportunities:

1. �During a bubble, as legacy companies are caught in the undertow of the wave of disruption. This 
is where we are finding most ripe short opportunities today.

2. �After a bubble, as over-celebrated newcomers reveal their limits. We expect this robust opportunity 
to playout in time, but shorting too early will be costly.

In the midst of today’s ongoing AI bubble, business moats long-assumed to be unassailable are under 
direct attack. For some time, the impact of AI was hard to ascertain, yet a recent article in Bloomberg 
suggests that business disruption from AI is real and growing.

As panicked investors react to the possibility that no business model will be shielded from the impact 
of AI, shares of some of the most revered companies have recently plummeted more than -50% 
despite the S&P hovering just below its all-time highs.

In an environment defined by extraordinary technological promise — and extraordinary dispersion 
— the key is recognizing this dual structure. While many of today’s market darlings may become 
compelling shorts over time, the most actionable short opportunity right now lies in the companies 
already experiencing acute disruption.

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 information 
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.

Please refer to a fund’s Prospectus and related documents (the “Offering Material”) for important information, including the product’s investment objectives, 
risks, charges, and expenses. Read and consider the Offering Material carefully before investing. You may obtain a hard copy of Offering Materials by calling Little 
Harbor Advisors, LLC at 781.639.3000 (ext. 147). For more information about Little Harbor Advisors, LLC (LHA) and its investment strategies, please visit the firm’s 
website at https://www.littleharboradvisors.com. Investing involves risk. Principal loss is possible.
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