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“One of the best ways to persuade 

others is with your ears - by 

listening to them”
Dean Rusk
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TAA - too complicated to explain to clients

• I’ve heard this objection from several advisors

• So . . . I’ll offer a few thoughts on how I’ve seen it successfully communicated

• A framework for approaching this need
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Framework for explaining TAA at four different levels

Simple

• WHAT

• Aspirational - lite

Moderate

• WHAT – go deeper

• HOW

• Aspirational -
medium

Substantive

• WHY

• HOW

• Aspirational - heavy

Deep in the 
engine room

• For the engineer, 
technician, nerd

• Just set up a ZOOM 
with Henry or Liam
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Simple - Focus on WHAT

• “Four to twenty” ETFs

• Weighted

• Bonds more heavily  - safety, prudence, conservatism

• “Trade monthly” . . . sometimes less frequently

• Adapting

• Staying best-aligned with ever-changing world

• Aspirational - lite
• Bear markets are often long and severe

• -47%      25 months      Aug 2000 - Sep 2002

• -52%      21 months      Dec 1972 - Sep 1974

• You seek a strategy that is designed to eventually get you out of the market and into US Treasury bonds
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Simple - Materials to use or leave behind
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Moderate - Focus on WHAT and HOW

• You already covered “what” under the simple version

• So start laying in “how” 

• Playing field

• Role each player (on the field) plays

• Process for selecting players

• Bad process . . . crystal ball gazing of the future

• Good process . . . transparent, testable, non-subjective rules
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Moderate - Materials to use or leave behind
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Moderate - Materials to use or leave behind
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Moderate - Materials to use or leave behind

These are the engine that pulls the train

• Stocks
• Domestic
• International
• Emerging country
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Moderate - Materials to use or leave behind

These are the sources of safety

But, against different types of risk that arise

• Stock bears
• Rising interest rates
• Rising inflation
• Falling US$
• Rising energy prices
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Moderate - Focus on WHAT and HOW

• You already covered “what” under the simple version

• So start layering in “how” 

• Playing field

• Role each player (on the field) plays

• Process for selecting players

• Bad process . . . crystal ball gazing of the future

• Good process . . . transparent, testable, non-subjective rules
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Moderate - Materials to use or leave behind
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Moderate - Materials to use or leave behind
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Moderate - Materials to use or leave behind
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Substantive - Focus on HOW and WHY

• You already covered “how” under the moderate version

• So start layering in “why”

• For me . . . If I’m going the substantive route . . . I skip the “what” and start with 
“why”
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WHY

• Tactical asset allocation is essentially a passive approach

• Passive versus active
• Active relies on crystal ball gazing, forecasts/predictions of the future
• Passive avoids such problematic guesses about the future

• Historically, passive has outperformed 80% of all investors and investment management strategies

• TAA starts with a passive buy and hold asset mix

• But then overlays that with the recognition that
• Winners win for just one more period
• Losers lose for just one more period

• Therefore, we will significantly
• Overweight recent winners
• Underweight recent losers

• But, the average long-run asset mix . . . Won’t change
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WHY - why do markets trend?

• Why do winners and losers repeat

• In other words . . . Why do markets trend

• Information
• How long it takes to develop

• Get noticed

• Analyzed

• Acted upon
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Substantive - Materials to use or leave behind
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Substantive - Materials to use or leave behind
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Deep in the engine room

• Here, just set up a ZOOM meeting with
• You

• Your client

• Henry or Liam

• Prep them as to the client’s possible
• Concerns

• Misunderstandings

• Needs to learn
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So where do I live with my own clients?

Simple

• WHAT

• Aspirational - lite

Moderate

• WHAT – go deeper

• HOW

• Aspirational -
medium

Substantive

• WHY

• HOW

• Aspirational - heavy

Deep in the 
engine room

• For the engineer, 
technician, nerd

• Just set up a ZOOM 
with Rob

25% 25%

25% we just don’t talk about individual portfolios

25% 0%
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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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If TAA is so good . . . then why aren’t JP Morgan, 
BlackRock, American Funds, and Dimensional 
offering versions?
Monday, April 26th
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Important Disclosures

All data and all statistics were provided by Global Financial Data, Inc.

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.


