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Is “always” the right or best time for TAA?

• No

• But, maybe switching in and out is not sufficiently beneficial for the two following reasons

• Client relationship management

• Running an efficient successful advisory practice
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What might be “poor” or “less desirable” times for TAA?

• At the bottom of a bear market

• March 9, 2009

• S&P had just lost -55.3% of its value since Oct 9, 2007

• When interest rates are at an historic peak

• September 30, 1981

• Current yield on 10-year US Treasury = 16%

• When P/E ratios are at an historic low

• November 23, 2011

• S&P 500 P/E ratio = 13x
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What’s the attraction of TAA?

• Over suitably long investment time windows
• NOT a year or two or even three
• For me . . . . give it at least 7 ½ years
• Return enhancement

• Bear market mitigation
• NOT for a downdraft, e.g., 33-days Feb 19th - Mar 23rd

• NOT for a hyper-short true bear market, e.g., Aug ‘87 - Oct ’87 S&P fell -36% intra-day
• Significant bear market mitigation

• Dealing with massive changes in terms of which asset categories will perform
• Domestic vs international
• Developed vs emerging
• Conventional vs commodities
• Corporates vs treasuries
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What might be the “best” or “most beneficial” times for TAA?

• Much closer to the peak of the current bull market

• Interest rates are at an all-time record low

• P/E ratios and other valuation metrics are unusually high

• Tremendous potential for change in terms of which asset categories will work
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Much closer to the peak of the 
current bull market
Seriously long in the tooth
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The next bear market is closer than one might think
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Since early 2009 the S&P 500 Index 
has delivered a +491% profit

Since early March 2009, the S&P 500 . . . 

• Up 575%

• Delivered a 11.7 year bull market

• Averaging 17.75% per year
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How long do bull markets last?
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Interest rates are at an all-time 
record low
It is physically impossible for bonds to play their required role inside a balanced portfolio
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But the world is different today  - and not in a small way
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Past performance is explained, primarily by declining interest rates
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Current yield has fallen consistently and 
unrelentingly for almost 39 years

See Disclosure # 10 on the last page



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

As interest rates fall

• Near-zero interest rates have eliminated bond’s portfolio functionality

• Cash flow and equity hedging are virtually eliminated

• As rates have approached zero

• Duration (interest rate sensitivity) has skyrocketed

• Income has evaporated

• Ability of bonds to offset stock losses during bear markets is gone
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Just how bad is it

• This graph shows the “Point of Zero Return” for a 10-Year Treasury. How much cushion to 
higher rates a bond has before its 12-month return falls to zero, currently at 6bps
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P/E ratios and other valuation 
metrics are unusually high
Difficult to see how this ends well for any Buy&Hold or Strategic Asset Allocation approach
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The next bear market is closer than one might think - continued

See Disclosure # 7 on the last page
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The next bear market might be more severe than the average
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Warren Buffett Index at its most expensive
level in over 100 years

See Disclosure # 8 on the last page
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What issues define the environment today and over the next 15 years

Govt Deficit

Large and rapidly 
growing

Abandonment of fiscal 
discipline or prudence

Gigantic future 
entitlement programs

Inflation

Rising inflationary 
expectations

Precious metals prices 
setting new record 
highs

Interest rates

Large increases

Expectations for rising 
rates many years into 
the future

U.S. Dollar

Falling U.S. Dollar

Growing dependence 
on other nations 
funding our deficits

Politics

Political turmoil

Rise of polarizing 
factions

Tribalism
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An optimistic forecast for future federal government deficits

See Disclosure # 12 on the last page
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Ignores and excludes all debt held by the Federal Reserve, Social Security 
Administration, and all other government trust funds or Government accounts

Assumes the U.S. Treasury will be able to borrow any amount of money, 
forever, at an average 2.6% interest rate

Assumes no economic recessions

U.S. federal government debt held by the public
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The U.S. Federal Reserve is printing money at an accelerating pace
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M2 money supply is growing faster than 
at any point in over 80 years

See Disclosure # 13 on the last page
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Gold prices have started to rise again, much as they did back in 1967
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Gold rose +868% (before inflation) and +232% (after inflation) 
during the 15 years July 1967 - July 1982

See Disclosure # 14 on the last page



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

Tremendous potential for change 
in terms of which asset categories 
will work
Seismic change unfolding
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The long tail following COVID . . . this is a pretty big issue
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The long tail  - continued
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The good news could be fantastically positive  - several at 95%
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$2 trillion of excess savings to be spent over the short-run
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“20s Redux”  - that title says so much
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20s Redux  - continued
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20s Redux  - continued
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20s Redux  - continued
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The dark side  - is seriously dark !!
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The dark side  - is seriously dark !!
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US has dominated pretty much since 2009  - and that is ending
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US has dominated pretty much since 2009  - and that is ending
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US has dominated pretty much since 2009  - and that is ending
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US has dominated pretty much since 2009  - and that is ending
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Valuations favor non-US
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Zombies undermining future U.S. long-run growth
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The changing opportunity/risk set  - change will be profound

U.S. stocks Non-U.S. stocks

Developed country Emerging country

Asia Non-Asia

Dollar Non-Dollar
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The changing opportunity/risk set  - change will be profound

Financial assets Real assets

Inflation No inflation

Rising real interest rates Flat interest rates

Governments Corporates
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Don’t underestimate the change ahead
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To sum it up
If not now . . . then what are you waiting for ??

It will never get any easier . . .
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And Julex is probably the right player . . . 
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For more information contact

Jeff Megar, CFA

Email  jeff.megar@julexcapital.com

Office  781-772-1378

Brian Phelan

Email  brian.phelan@julexcapital.com

Cell  508-527-1431

Bob Peatman

Email  bob.peatman@julexcapital.com

Cell  617-875-9316
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TAA is it a black box to be distrusted 
or is it a reliable solution?
Fri, Dec 4, 2020 11:00 AM - 11:45 AM (EST)
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Important Disclosures

This information in this presentation is for the purpose of information exchange. This is not a solicitation or offer to buy or sell any security. You must do your own due 
diligence and consult a professional investment advisor before making any investment decisions. The use of a proprietary technique, model or algorithm does not 
guarantee any specific or profitable results. Past performance is not indicative of future returns. The performance data presented are gross returns, unless otherwise 
noted. 

The risk of loss in trading securities can be substantial. You should therefore carefully consider whether such trading is suitable for you in light of your financial condition. 
All information posted is believed to come from reliable sources. We do not warrant the accuracy or completeness of information made available and therefore will not be 
liable for any losses incurred.

Some part of the investment performance shown is HYPOTHETICAL. It is based on the back tests of historical data. Hypothetical performance results have many inherent 
limitations, some of which are described below. No representation is being made that any account will or is likely to achieve profits or losses similar to those shown. In 
fact, there are frequently sharp differences between hypothetical performance results and the actual results subsequently achieved by any particular trading program.

One of the limitations of hypothetical performance results is that they are generally prepared with the benefit of hindsight. In addition, hypothetical trading does not 
involve financial risk, and no hypothetical trading record can completely account for the impact of financial risk in actual trading. For example, the ability to withstand 
losses or adhere to a particular trading program in spite of trading losses are material points which can also adversely affect actual trading results. There are numerous 
other factors related to the markets in general or to the implementation of any specific trading program which cannot be fully accounted for in the presentation of 
hypothetical performance results and all of which can adversely affect actual trading results.

The composition of a benchmark index may not reflect the manner in which a Julex portfolio is constructed in relation to expected or achieved returns, investment 
holdings, portfolio guidelines, restrictions, sectors, correlations, concentrations, volatility, or tracking error targets, all of which are subject to change over time.

No representation or warranty is made to the reasonableness of the assumptions made or that all assumptions used to construct the performance provided have been 
stated or fully considered.


