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How many years does it take?
Rob Brown, PhD, CFA

Julex Capital Advisory Board Member, Website www.robbrownonline.com 

“I think the reason why we got into such 

idiocy in investment management is best 

illustrated by a story that I tell about the 

guy who sold fishing tackle. I asked him, 

'My God, they're purple and green. Do 

fish really take these lures?' And he said, 

'Mister, I don't sell to fish.'”

Charlie Munger
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How many years does it take?
TAA  - Does it take any longer for TAA portfolios to prove themselves out than any 
other strategy?

ANSWER . . . . Nope !!!
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Let’s set the table

• Let’s not confuse ourselves

• What’s really being asked here?

• How long does it take to

• Achieve my client’s needs?

• Outperform some third-party index benchmark?

• Prove that the strategy is actually working?

• Why hasn’t it outperformed a passive third-party benchmark?
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How long does it take to achieve 
my client’s needs?
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Time  - Can be your best friend
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Time  - Can be your best friend
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How long does it take to outperform
some third-party index benchmark?
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Why doesn’t BlackRock offer TAA?
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The specific TAA model examined . . . is
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How long does it take to beat the S&P . . . with CONFIDENCE



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

But, which would your client rather have?
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But, which would your client rather have?
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How long does it take to prove that 
the strategy is actually working?
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How long does it take to prove that 
the strategy is actually working?
• This is a very old question

• It’s been well-answered for over 50 years

• Answered by the best industry practitioners

• Answered by the best academics
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Are you asking a serious question? . . . do you want a serious answer?

• Three separate issues . . . . if you truly want a serious answer
• What is an appropriate comparative benchmark

• How many years do you have to wait

• Did the process stay constant during those years . . . . or did it change

• This is the basis for evaluating all investment strategies . . . not just TAA
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You won’t like . . . the honest answer

• Benchmark

• The comparative benchmark has to essentially be doing the same thing . . . or close enough

• EXAMPLES

• All active domestic small cap value managers within certain cap and value ranges

• All TAA managers who restrict themselves to S&P industry sectors and cash

• All high-tech domestic early-stage venture capital LPs of a single year’s vintage

• Years

• Stability
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You won’t like . . . the honest answer

• Benchmark

• Years

• Looking at the last 1-, 3-, 5-, 7-years . . . Is pretty much nothing but pure noise

• It takes many many years for the data to mean anything

• Worse yet . . . The looser the comparative benchmark the more years that are required

• Think like 20 years

• Stability
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Betterment article on looking at past performance . . . . don’t do it
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Vanguard article on looking at past performance . . . . don’t do it
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You won’t like . . . the honest answer

• Benchmark

• Years

• Stability

• You’ve got a sufficiently close comparative benchmark

• You’ve got enough years

• BUT . . . . You lack the required stability

• The investment process can NOT have changed during those years . . . or the data means nothing
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So what’s an honest solution?
This is not a new question

Nor is it a new answer
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The honest answer from our industry’s practitioners

Identify the manager’s 
inherent investment process

Confirm they’re 
following the process

This is bad, determine 
what’s going on

Is the investment process 
sufficiently rules based that it 
can be examined historically

Revert to purely 
qualitative 
evaluation

Statistically evaluate how the 
investment process would 
have performed during 
different environments

Is current performance 
consistent with the present 
investment environment

Is all past live performance 
consistent with past 
investment environments

Adds value at a statistically 
significant level

Does not add value at a 
statistically significant level

NO

NO

NO

NO

YES

YES

YES

YES

Good

Bad
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Why hasn’t it outperformed a 
passive third-party benchmark?
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TAA  - Why hasn’t it outperformed the “60/40 passive benchmark”? 

• Was it supposed to outperform the “passive 60/40 benchmark”?

• Was that its objective?

• Does it even track the “passive 60/40 benchmark”?

• Does it have ANYTHING to do with a “passive 60/40 benchmark”?

• Sort of like asking

• Why didn’t my investment in an apartment building down the street fail to 
outperform the 60/40 benchmark?
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Client-facing collateral
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Investment Library collateral
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Investment Library collateral
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Time  - Can be your best friend
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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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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.


