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Does it make better business
sense . . . to just stay conventiona

and traditional

Strictly avoiding anything to do with TAA
Why not just ride what worked so well over the last dozen or so years?
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A Thirteen years ending May 31, 2008
A Thirteen years ending May 31, 2021

AWhich eight asset categories performed Bf#Sduring the first period?

A S&P midcap growth

AREITs

A S&P 400 midcap core

AHealth Care sector Essentially midcap, healthcare, Europe,
A S&P smallcap value and value

A Europe Dow Jones Stoxx 50 index

A S&P 500 equal weighted index

A S&P midcap value
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Collectively these eight asset categories did quite well JULENCAPITAL

AAn equalweighted portfolio of these eight asset categories delivered 15.25%
AVersus the S&P 500 at a much lower 11.72%
AAn extra353bpper annum for 13 years running

ABut how did these same eight perform in the subsequent 13 years ending 5/31/2021

ATheyunderperformedhe S&P 500 by23bpper year for thirteen years
ACKIFGQa | f2G 20SNJI KANIGSSY &SI N&
A $100 grows to be $368 in the S&P 500
A But grows to only $318 in the eighsset portfolio
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L esson learned

What did best in one period . . . usually performs poorly in the next



So what has performed best over the last thirteen years JULEXCAPITAL

Alnformation Technology sector
AS&P 500 growth

AHealth Care sector

AS&P smallcap growth

AS&P midcap growth

AS&P 500 equal weighted index
AS&P 600 Small Cap Index
ARussell 1000 Large Cap Index
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So what has performed best over the last thirteen years JULEXCAPITAL
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Or more briefly what has walked away with the show JULEXCAPITAL

ATechnology

AGrowth

AU.S. stocks

ABring the cap size DOWN . . . but without going all the way to smallcap or midcap

AWorse yet . . and this is very important . . . . active stock managers have been badly
burned by deviating from the benchmark (the S&P 500)

AToday, active stock managers haisted hugging the S&P 500 more cloiedn at any
point in the last fifteen years
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Looking back . . . the S&P 500 wa
the place to be

BUT . .. looking forward . . . is the S&P 500dbtplace to be or th&®WORSPplace?



S&P versus Emerging markets JULEXCAPITAL

Relatively cheap EM assets paired with strong earnings potential reflect
an attractive entry point for investors

Deep discount in relative valuations Higher relative earnings expectations
Relative Valuation between MSCI EM and S&P 500 (12M Forward P/E) Consensus Earings Growth Forecasts (%)
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If you believe in a return to global growth . . . JULEXCAPITAL

EM’s higher beta to global growth may provide a meaningful boost to asset prices

Beta of Equity Returns to World Trade Growth (1-year forward)

135
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Zombies here in the U.S. JULEXCAPITAL

Exhibit 5: Percentage of Companies in the Russell 3000 with Negative Net Income, 1980-2020
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Source: FactSet.
Note: Constituents of the Russell 3000 Index as of vear-end.
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This has been the worst cycle for VALUE in all of history

JULEXCAPITAL

Chart 1: The worst ever returns to value stocks
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Source: BofA Research Investment Committee, Fama & French.
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Always be looking for dlme extremes . . . Value vs growth

JULEXCAPITAL

Is Value exiting a 15-year secular bear vs. Growth?
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U.S. is no longer even in the t&m in terms of innovation JULENXCAPITAL

2/5/2021 South Korea Leads World in Innovation as U.S. Exits Top Ten - Bloomberg

Economics

South Korea Leads World in Innovation as U.S.
Exits Top Ten

By Michelle Jamrisko, Wei Lu, and Alexandre Tanzi

February 2, 2021, 5:00 PM MST
Updated on February 3, 2021, 8:07 AM MST

b Smgapore SWltzerland rank 211d and 3rd on new Bloomberg Index

P Seven of top 10 places go to European countrles Chma slips
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U.S. is no longer even in the ttgm in terms of innovation
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Sources: Bloomberg, International Labor Organization, International Monetary Fund, World Bank,
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S&P 500 Index has become distorted by a few large companies

Equity Market Concentration (%)
75
3 largest stocks (2000): 5 largest stocks (2020)
MSFT, CSCO, GE, FB, AMZN, AAPL, MSFT,
XOM, INTC GOOGL
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Performance of largest stocks in the S&P 500 JULEXCAPITAL

Exhibit 3 10%
Power Down
Annualized return in -
excess of market for '
stocks after joining list
of 10 largest US stocks, = .
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Largest stocks have always failed . . . Throughout history

JULEXCAPITAL

LargeSt ten US StOCkS at the Stal‘t Of eaCh decadt@mpanies ranked by market capitalization, size)

IBM Exxon Microsoft Exxon

AT&T AT&T AT&T AT&T IBM

General Motors General Motorss General Motorss General Motors AT&T AT&T General Electric General Electric  Microsoft

General Electric DuPont DuPont DuPont General Motors Exxon IBM Cisco Walmart
Exxon Exxon Exxon Exxon Kodak General Motorg AT&T Walmart Apple
. : . . . : Johnson &
Marathon Oil General Electric Union Carbide General Electric Exxon Amoco Altria Exxon Johnson
) ) ) : Procter &
DuPont Union Carbide General Electric IBM SEEIS \Y[o]e]ll Merck Intel Gamble

Bristol-Myers

Texaco General Electric ) IBM
X ! Squibb

Lucent

SEEIR Marathon Oil

Con Edison Marathon Oil

DuPont IBM JP Morgan

Philadelphia Texaco Chevron Texaco Xerox Chevron
Company
NY Central : : : ' "
Sears Texaco Uhallesler:Tiells[1 General Electric Qgﬂ:gf q Amoco Citigroup AT&T

Railroad

Penn Central
i Coca-Cola
Railroad

1930 1940 1950 1960 1970

For internal use only, do not share with clients or prospects

General Electri

Time Warner

Shell Ol BellSouth
1980 1990 2000 2010

Gulf Ol Kodak ervige]|

Apple
Microsoft
Amazon

Google

Berkshire
Hathaway

Facebook

JP Morgan

Johnson &
Johnson

Walmart

Visa

2020



JULEXCAPITAL

What If interest rates rise?

Conventional/traditional versus Tactical Asset Allocation



Client facing piece on the topic of rising interest rates JULEXCAPITAL
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