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ά²Ƙŀǘ ǿŜ Řƻ ƛǎ ƴƻǘ ōŜȅƻƴŘ ŀƴȅƻƴŜ ŜƭǎŜΩǎ 

competence. I feel the same way about 

ƳŀƴŀƎƛƴƎ ǘƘŀǘ L Řƻ ŀōƻǳǘ ƛƴǾŜǎǘƛƴƎΥ LǘΩǎ 

just not necessary to do extraordinary 

ǘƘƛƴƎǎ ǘƻ ƎŜǘ ŜȄǘǊŀƻǊŘƛƴŀǊȅ ǊŜǎǳƭǘǎέ

Warren Buffett
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Does it make better business 
sense . . . to just stay conventional 
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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[ŜǘΩǎ ōǊŜŀƪ ǘƘŜ ƭŀǎǘ нс ȅŜŀǊǎ ƛƴǘƻ ǘǿƻ Ŝǉǳŀƭ ǇŀǊǘǎ

ÅThirteen years ending May 31, 2008

ÅThirteen years ending May 31, 2021

ÅWhich eight asset categories performed the BESTduring the first period?

ÅS&P midcap growth

ÅREITs

ÅS&P 400 midcap core

ÅHealth Care sector

ÅS&P smallcap value

ÅEurope Dow Jones Stoxx 50 index

ÅS&P 500 equal weighted index

ÅS&P midcap value

Essentially midcap, healthcare, Europe, 
and value
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Collectively these eight asset categories did quite well

ÅAn equal-weighted portfolio of these eight asset categories delivered 15.25%

ÅVersus the S&P 500 at a much lower 11.72%

ÅAn extra 353bpper annum for 13 years running

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

ÅThey underperformedthe S&P 500 by 123bpper year for thirteen years

Å¢ƘŀǘΩǎ ŀ ƭƻǘ ƻǾŜǊ ǘƘƛǊǘŜŜƴ ȅŜŀǊǎ
Å$100 grows to be $368 in the S&P 500

ÅBut grows to only $318 in the eight-asset portfolio
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Lesson learned
What did best in one period . . . usually performs poorly in the next
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So what has performed best over the last thirteen years

ÅInformation Technology sector

ÅS&P 500 growth

ÅHealth Care sector

ÅS&P smallcap growth

ÅS&P midcap growth

ÅS&P 500 equal weighted index

ÅS&P 600 Small Cap Index

ÅRussell 1000 Large Cap Index
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So what has performed best over the last thirteen years
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Or more briefly what has walked away with the show

ÅTechnology

ÅGrowth

ÅU.S. stocks

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

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

ÅToday, active stock managers have started hugging the S&P 500 more closely than at any 
point in the last fifteen years
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Looking back . . . the S&P 500 was 
the place to be
BUT . . . looking forward . . . is the S&P 500 the bestplace to be or the WORSTplace?
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S&P versus Emerging markets
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If you believe in a return to global growth . . .
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Zombies here in the U.S.
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This has been the worst cycle for VALUE in all of history
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Always be looking for all-time extremes . . . Value vs growth
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U.S. is no longer even in the top-ten in terms of innovation
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U.S. is no longer even in the top-ten in terms of innovation
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S&P 500 Index has become distorted by a few large companies
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Performance of largest stocks in the S&P 500
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Largest stocks have always failed . . . Throughout history

AT&T AT&T AT&T AT&T IBM IBM Exxon Microsoft Exxon Apple

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

General Electric DuPont DuPont DuPont General Motors Exxon IBM Cisco Walmart Amazon

Exxon Exxon Exxon Exxon Kodak General Motors AT&T Walmart Apple Google

Marathon Oil General Electric Union Carbide General Electric Exxon Amoco Altria Exxon
Johnson & 

Johnson

Berkshire 

Hathaway

DuPont Union Carbide General Electric IBM Sears Mobil Merck Intel
Procter & 

Gamble
Facebook

Con Edison Marathon Oil Sears Marathon Oil Texaco General Electric
Bristol-Myers 

Squibb
Lucent IBM JP Morgan

Philadelphia 

Company
Texaco Chevron Texaco Xerox Chevron DuPont IBM JP Morgan

Johnson & 

Johnson

NY Central 

Railroad
Sears Texaco Union Carbide General Electric

Atlantic 

Richfield
Amoco Citigroup AT&T Walmart

Penn Central 

Railroad
Coca-Cola Gulf Oil Kodak Gulf Oil Shell Oil BellSouth Time Warner General Electric Visa

1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

Largest ten U.S. stocks at the start of each decade    (companies ranked by market capitalization, size)
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What if interest rates rise?
Conventional/traditional versus Tactical Asset Allocation
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Client facing piece on the topic of rising interest rates


