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“The most successful businessman is 

the man who holds onto the old just 

as long as it is good and grabs the 

new just as soon as it is better”
Lee Iacocca
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Is TAA voodoo? 
Is it real . . . or just another false promise? 
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Why even ask such a question?

• Two reasons

• You’ve been burned in the past  - so many disappointments

• Because the historic results are so GOOD
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You’ve been burned in the past  - so many disappointments

• Past disappointments are voluminous

• Source of these disappointments . . . 

• Salesmen who over-promise and subsequently under-deliver

• Misspecification of what TAA does and how it works

• Bad product design
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Misspecification of what TAA does and how it works

• WRONG

• It will protect me against any market decline

• It will outperform the S&P 500

• It is an absolute return strategy

• RIGHT

• It doesn’t work in the short-run

• BUT . . . If you give it a sufficient number of years . . . the benefits are tremendous

• It does a better job of “Making time your friend” than any other strategy
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Bad product design

• Ignores trading costs

• Trades too frequently

• Uses too narrow a playing field

• Attempts to beat a specific passive index benchmark

• Is based in part or whole on forecasts or predictions of the future . . . crystal ball
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Because the historic results are so GOOD

• 11.5% per annum . . . since 1919

• 11.8% over the typical 7½ year time window

• Probability of earning AT LEAST “x” over a randomly selected 7½ years
• 99.9% chance earn >= 5%
• 99% chance >= 6%
• 96% chance >= 7%
• 92.4% chance >= 7.5%

• Worst thing that ever happened was +4.82% . . . since 1919 . . . 7½ year window
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Client-facing piece in the Library
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Client-facing piece in the Library
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Client-facing piece in the Library
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Your first objection
It’s all back-tested
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Objection  - It’s all back-tested

• We’ll give you all of the data and you can check the results yourself

• When is back-testing dangerous or problematic?

• When the results were backfitted . . . i.e., designed to just look good

• When it worked in one period, but not in others

• RESPONSE

• We didn’t back-fit the model

• As shown on the previous slide . . . it worked in all periods, not just some
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Objection  - It’s all back-tested

• We’ll give you all of the data and you can check the results yourself

• When is back-testing dangerous or problematic?

• When the results were backfitted . . . i.e., designed to just look good

• When it worked in one period, but not in others

• RESPONSE

• We didn’t back-fit the model

• As shown on the previous slide . . . it worked in all periods, not just some
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Your second objection
How do I know that it’s real?
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Objection  - How do I know that it’s real?

• Supported by endless academic research

• A dead simple model worked . . . and worked across time

• That’s not any different from you observing that a 60/40 stock/bond passive 
portfolio worked pretty well . . . and then using such a portfolio

• Check the results yourself
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Supported by academic research
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A dead simple model worked

• Start with a menu of 32 asset categories

• Once each month reconstruct the portfolio

• Pick the 7 that trended most strongly over the last eleven months

• Equal-weight them

• Check the results
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A dead simple model worked

• Start with a menu of 32 asset categories

• Once each month reconstruct the portfolio

• Pick the 7 that trended most strongly over the last eleven months

• Equal weight them

• Check the results That’s not any different from you observing that 

a 60/40 stock/bond passive portfolio worked 

pretty well . . . and then that 60/40 portfolio
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Objection  - How do I know that it’s real?

• Supported by endless academic research

• A dead simple model worked . . . and worked across time

• That’s not any different from you observing that a 60/40 stock/bond passive 
portfolio worked pretty well . . . and then using such a portfolio

• Check the results yourself
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Your third objection
How do I know that TAA’s advantage will continue into the future?
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How do I know that TAA’s advantage will continue into the future?

• The answer is pretty simple

• Why did it work in the past?

• Will those past behaviors . . . continue into the future?
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Because markets trend

• Because markets trend

• And there are good reasons why they trend
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Client-facing piece on market trends  - In the Library
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Client-facing piece on market trends  - In the Library
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Stock bear/bull cycles have not gotten shorter

Stocks
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Bond bear/bull cycles have not gotten shorter

Bonds
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Commodity bear/bull cycles have not gotten shorter

Commodities
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For more information contact

Jeff Megar, CFA

Email  jeff.megar@julexcapital.com

Office  781-772-1378

Bob Peatman

Email  bob.peatman@julexcapital.com

Cell  617-875-9316
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Is TAA too complicated to explain to a 
client or prospect?
Monday - April 19th
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Important Disclosures

All data and statistics were provided by Global Financial Data, Inc. on April 10, 2021

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.


