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Problem 
How we go about making investment decisions . . . whether to buy, sell, or hold
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We use the wrong basis for investment decisions

• Emotion . . . instead of carefully considered logic and evaluation
• Fear

• Greed

• Hope

• Denial

• Sales pressure . . . instead of well-informed holistic advice
• Carnival barker

• Empty storytelling

• Rearview mirror basis . . . instead of forward-looking 
• It’s in our DNA . . . none of us can fully escape from this trap
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Emotion driven investment cycle
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Emotion driven investment cycle  - abbreviated
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How people lose their money
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Fear  - you sell at the worst possible moment
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Greed  - you buy at the wrong time
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Hope  - wishful thinking divorced from reality
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Sub-form of fear, greed, and hope  - Denial
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Industry sales pressure  - catering to emotion and false logic
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The problem of sales driven by empty storytelling

EMPTY storytelling

Now is the time for . . .

• Stocks vs bonds

• Domestic vs international

• Value vs growth

• Largecap vs smallcap

• Technology/innovation vs the market

• If you only had this particular fund
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Consequences
Of emotion and sales pressure
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The 2018 annual DALBAR study estimating investors’ performance

Annualized return over the last 20 years

Data provided by 2018 Dalbar study and Richard Bernstein Advisors
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Even over shorter periods, the average investor did terrible

Annualized return over the last 10 years

Data provided by 2018 Dalbar study and Richard Bernstein Advisors
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Investors are their own worst enemy
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It’s even worse for retail bond investors

Data provided by 2018 Dalbar study and Richard Bernstein Advisors
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Rearview mirror investing
The curse of investing based on what happened in the past
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You can’t invest in the past . . . only in the future
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Rainbow chart

Data provided by 2019 Callan Associates study
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Growth versus value since March 2009

• Mar 3, 2009 through Dec 30, 2020

• +465% value
• VTV Vanguard Value Index Fund ETF

• +1,265% growth
• QQQ Invesco QQQ Fund ETF

Data and statistics provided by Global Financial Data, LLC on January 3, 2021
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But going into growth now . . . Is an attempt to invest in the past
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John Maynard Keynes

• "There is a danger of expecting the results of the future to be predicted from the past.”
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John Rothchild, The Davis Dynasty

• "It is a cruel joke that the most popular asset of each era will impoverish its owners? 

• Every 20 years or so in the twentieth century, the most rewarding investment of the 

day reached the top of its rise and started a long decline, and the least rewarding 

investment hit bottom and began a long ascent. 

• These turning points enriched a small group of nonconformists who caught the turn, 

but the majority continued to put their money on yesterday's proven winner. 

• The majority's loyalty cost them plenty."
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Ray Dalio

• “The biggest mistake investors make is to believe that what happened in the recent 

past is likely to persist. 

• They assume that something that was a good investment in the recent past is still a 

good investment. 

• Typically high past returns simply imply that an asset has become more expensive 

and is poorer, not better, investment.”
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John Bogle

• "The biggest mistake investors make is looking backward at performance and 

thinking it’ll recur in the future."
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A couple advisors have asked
Isn’t now the time to add Innovation and Technology to all of our client accounts?
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Finance boom and bust
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Data and statistics provided by Global Financial Data, LLC on January 3, 2021
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Utilities boom and bust
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Data and statistics provided by Global Financial Data, LLC on January 3, 2021
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Energy boom and bust
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Data and statistics provided by Global Financial Data, LLC on January 3, 2021
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Steel and Iron boom and bust
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Data and statistics provided by Global Financial Data, LLC on January 3, 2021
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Innovation and technology boom
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Data and statistics provided by Global Financial Data, LLC on January 3, 2021
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Innovation and technology boom
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Data and statistics provided by Global Financial Data, LLC on January 3, 2021
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Howard Marks

• “Most people seem to think outstanding performance to date presages 

outstanding future performance. 

• Actually, it’s more likely that outstanding performance to date has borrowed from 

the future and thus presages subpar performance from here on out.”
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Chris Davis

• “Every trendy industry in one decade has a habit of destroying its backers in the next.” 
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Overcoming emotion, rearview mirror-ism, and sales pressure
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Winning the loser’s game

• There two types of games

• WINNER’S game

• In a winner's game, the outcome is determined by the correct actions of the winner

• LOSER’S game

• In a loser's game, the outcome is determined by the mistakes made by the loser

• Investing . . . is a loser’s game . . . one wins by avoiding making mistakes
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Innovation and technology  - do you really want to play the game?

Kenny Rogers - The Gambler

. . . . Said that If you're gonna play the game, boy, you gotta learn to play it right

You got to know when to hold 'em, know when to fold 'em

Know when to walk away and know when to run

You never count your money when you're sittin' at the table

There'll be time enough for countin' when the dealin's done . . . . 
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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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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.


