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“Fear is the most contagious disease 

you can imagine. It makes the virus 

look like a piker." (A piker is one who 

gambles with small amounts of 

money.)”
Warren Buffett
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What do TAA rough spots look like?
Does TAA fail?

When . . . and under what conditions?

How best do I prepare my client for those inevitable future failures?

And . . . . do I partially mitigate this problem by timing when I use (and don’t use) TAA?
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Does TAA fail?
Yes . . . But, it’s still probably better than the alternative

Nevertheless . . . Success requires setting and maintaining correct client expectations
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Client-facing compliance-approved piece
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Ultra simplistic TAA model  - confirm it yourself
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Probability of beating the S&P over a randomly selected time window
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But, TAA is still probably better than something else  - 98% probability
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But, TAA is still probably better than something else  - 95% probability
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When . . . and under what 
conditions?
When there’s nothing to work with

When extreme whipsaw

When hyper-short bear market
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1st way . . . that TAA fails

• There are no return opportunities

• All of the risk mitigating asset categories are failing too

• This is seriously rare . . . . but does happen

• Maybe once over the last 102 years

• I’m taking over 7 ½ years . . . . not over 7 ½ months
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Perhaps only example out of last 102 years

• 1924/1925  to  1932

• Hangover from the roaring twenties

• The Great Depression

• Growing European and Pacific tensions

• Beginning of the Eight Year Dust Bowel

• Series of fiscal policy mistakes
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Worst ever 7 ½ years . . . drawn from the last 102 years
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2nd way . . . that TAA fails

• When extreme whipsaw unfolds

• Over the last 102 years

• This has been a short-term problem

• It has never been a long-term problem

• It has never lasted long enough . . . where it undermines TAA returns over a 
reasonable time period 

• A reasonable time period is >= 7 ½ years
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3rd way . . . TAA fails

• When we experience a hyper-short bear market

• Rare

• Once out of the last 102 years
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One hyper-short bear over the last 102 years
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One hyper-short bear over the last 102 years
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No . . . 2020 was not a bear market

• Market fell for just 33 calendar days

• Then fully recovered over the next several weeks

• No excesses were washed out

• No change in investor attitudes was experienced
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Bonus  - 4th way . . . TAA fails

• TAA will fail . . . and fail miserably . . . if trending goes away, disappears

• This won’t happen . . . because of what causes trending in the first place

• Second . . . . recent evidence shows trending is live and stronger than ever
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Client-facing compliance-approved piece on trending is alive and well
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Trending is in large measure about bulls and bears
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Current stock bull is longer than normal

Cumulative percentage 

gain, unannualized

Duration 

in years
Start date End date

Volatility, annualized standard 

deviation of monthly returns

Percentage of monthly 

returns that were positive

Annualized return 

during BULL market

Median BULL market 176.7 5.1 12.3 67 20.8

Mean BULL market 342.2 8.6 15.8 67 20.2

Current BULL market, 

not yet ended
479.2 12.1

Feb 

2009
? 14.1 68 15.6

For greater detail and full disclosure, visit www.robbrownonline.com
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Just ended bond bull was longer than normal

Cumulative percentage 

gain, unannualized

Duration 

in years
Start date End date

Volatility, annualized standard 

deviation of monthly returns

Percentage of monthly 

returns that were positive

Annualized return 

during BULL market

Median BULL market 379.2 20.7 5.2 70 6.1

Mean BULL market 534.4 25.6 4.7 70 5.9

BULL market just 

ended
1007.6 38.8

Sep 

1981

Jul 

2020
6.8 61 6.4

For greater detail and full disclosure, visit www.robbrownonline.com
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Just ended commodity bear was longer than normal

Cumulative percentage 

loss, unannualized

Duration 

in months
Start date End date

Volatility, annualized standard 

deviation of monthly returns

Percentage of monthly 

returns that were negative

Annualized return 

during BEAR market

Median BEAR market -38.1 32.0 12.6 67 -16.4

Mean BEAR market -46.3 44.6 12.6 72 -23.7

BEAR market just 

ended
-70.6 108.0

Apr 

2011

Apr 

2020
15.5 56 -12.7

For greater detail and full disclosure, visit www.robbrownonline.com
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How best do I prepare my client for 
those inevitable future failures?
You can’t invest in the past . . . only in the future

High returns are always followed by low returns

Tracking

Measuring success
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You can’t invest in the past

• You can’t invest in the past

• Only in the future

• If your client thinks that you’ll earn the same returns in the future as in the 
past . . . then you will fail

• Which is a different issue . . . from demonstrating that you 

• Deliver success

• Deliver value

• Know how to deliver a successful future investment experience
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High returns are always followed by low returns

• Setting solid client expectations

• Helps prevent disappointment . . . . and unhappiness

• Historically, high returns have always been followed by low returns

• Just another way of observing . . . . over-priced assets have to correct
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Tracking . . . TAA doesn’t track

• TAA doesn’t track

• If you fail to manage your client expectations to this issue . . . they will become unhappy

• This doesn’t mean the returns will be lower

• Unless something like a raging S&P bull unfolds

• And no one has the ability to predict such a thing in advance

• No one
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Measuring success

• Several issues

• Reasonable investment time period

• Suitable return objective

• Is the portfolio following the process

• Did the process work in the past . . . during different environments
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Bonus  - TAA is not about never losing money

• TAA is often mis-sold

• Sometimes sold as a mechanism to never lose money

• That’s so much carnival barker nonsense

• Instead, it’s about earning a suitable return over a reasonable time period

• And . . . doing it far more confidently than other approaches
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But, TAA is still probably better than something else  - 95% probability
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And . . . . do I partially mitigate this problem 
by timing when I use (and don’t use) TAA?
Yes . . . but . . . Herein lies the Great Trap

If not right now . . . then what are you waiting to see

Don’t use it after the bear market has hit bottom . . . and client is about to fire you
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Does timing the use of TAA help?

• Yes . . . It does help mitigate TAA’s weaknesses

• But . . . herein lies the trap

• Timers of market tops and bottoms always fail

• But, here, you’d be timing the use of a strategy (not markets themselves)

• Don’t outsmart yourself

• Nevertheless . . . I am an advocate

• EASY

• Sept 1974

• March 2009

• Today ?
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Answer in a single picture

Today, the market is the 2nd

most expensive in 140 years
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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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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

All data and 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.


