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“What we do is not beyond anyone else’s 

competence. I feel the same way about 

managing that I do about investing: It’s 

just not necessary to do extraordinary 

things to get extraordinary results”

Warren Buffett
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Does it make better business 
sense . . . to just stay conventional 
and traditional
Strictly avoiding anything to do with TAA

Why not just ride what worked so well over the last dozen or so years?
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Let’s break the last 26 years into two equal parts

• Thirteen years ending May 31, 2008

• Thirteen years ending May 31, 2021

• Which eight asset categories performed the BEST during the first period?

• S&P midcap growth

• REITs

• S&P 400 midcap core

• Health Care sector

• S&P smallcap value

• Europe Dow Jones Stoxx 50 index

• S&P 500 equal weighted index

• S&P midcap value

Essentially midcap, healthcare, Europe, 
and value



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

Collectively these eight asset categories did quite well

• An equal-weighted portfolio of these eight asset categories delivered 15.25%

• Versus the S&P 500 at a much lower 11.72%

• An extra 353bp per annum for 13 years running

• But how did these same eight perform in the subsequent 13 years ending 5/31/2021

• They underperformed the S&P 500 by 123bp per year for thirteen years

• That’s a lot over thirteen years
• $100 grows to be $368 in the S&P 500

• But grows to only $318 in the eight-asset portfolio
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Lesson learned
What did best in one period . . . usually performs poorly in the next
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So what has performed best over the last thirteen years

• Information Technology sector

• S&P 500 growth

• Health Care sector

• S&P smallcap growth

• S&P midcap growth

• S&P 500 equal weighted index

• S&P 600 Small Cap Index

• Russell 1000 Large Cap Index
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So what has performed best over the last thirteen years
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Or more briefly what has walked away with the show

• Technology

• Growth

• U.S. stocks

• Bring the cap size DOWN . . . but without going all the way to smallcap or midcap

• Worse yet . . . and this is very important . . . . active stock managers have been badly 
burned by deviating from the benchmark (the S&P 500)

• Today, active stock managers have started hugging the S&P 500 more closely than at any 
point in the last fifteen years
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Looking back . . . the S&P 500 was 
the place to be
BUT . . . looking forward . . . is the S&P 500 the best place to be or the WORST place?
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S&P versus Emerging markets
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If you believe in a return to global growth . . .
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Zombies here in the U.S.
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This has been the worst cycle for VALUE in all of history
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Always be looking for all-time extremes . . . Value vs growth
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U.S. is no longer even in the top-ten in terms of innovation
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U.S. is no longer even in the top-ten in terms of innovation
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S&P 500 Index has become distorted by a few large companies
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Performance of largest stocks in the S&P 500
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Largest stocks have always failed . . . Throughout history

AT&T AT&T AT&T AT&T IBM IBM Exxon Microsoft Exxon Apple

General Motors General Motors General Motors General Motors AT&T AT&T General Electric General Electric Microsoft Microsoft

General Electric DuPont DuPont DuPont General Motors Exxon IBM Cisco Walmart Amazon

Exxon Exxon Exxon Exxon Kodak General Motors AT&T Walmart Apple Google

Marathon Oil General Electric Union Carbide General Electric Exxon Amoco Altria Exxon
Johnson & 

Johnson

Berkshire 

Hathaway

DuPont Union Carbide General Electric IBM Sears Mobil Merck Intel
Procter & 

Gamble
Facebook

Con Edison Marathon Oil Sears Marathon Oil Texaco General Electric
Bristol-Myers 

Squibb
Lucent IBM JP Morgan

Philadelphia 

Company
Texaco Chevron Texaco Xerox Chevron DuPont IBM JP Morgan

Johnson & 

Johnson

NY Central 

Railroad
Sears Texaco Union Carbide General Electric

Atlantic 

Richfield
Amoco Citigroup AT&T Walmart

Penn Central 

Railroad
Coca-Cola Gulf Oil Kodak Gulf Oil Shell Oil BellSouth Time Warner General Electric Visa

1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

Largest ten U.S. stocks at the start of each decade    (companies ranked by market capitalization, size)
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What if interest rates rise?
Conventional/traditional versus Tactical Asset Allocation
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Client facing piece on the topic of rising interest rates
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Conventional/traditional balanced portfolio vs TAA
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Conventional/traditional balanced portfolio vs TAA
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What if inflation rises?
Conventional/traditional versus Tactical Asset Allocation
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Client facing piece on the topic of rising inflation
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Conventional/traditional balanced portfolio vs TAA



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

Conventional/traditional balanced portfolio vs TAA



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

What if a bear market comes 
along?
Conventional/traditional versus Tactical Asset Allocation
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Client facing piece on the topic of bear markets
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Four portfolios are examined
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Portfolio “A” the TAA portfolio did best during the last nine bear markets
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Portfolio “A” the TAA portfolio did best during the last nine bear markets
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Four portfolios are examined
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Quick review of where the S&P 
500 stands today
OR . . . Where do the building blocks of the conventional/traditional portfolio stand?
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True for bonds - Current yield predicts future long-run returns

Almost a perfect relationship 

between a bond’s current 

yield and what you earn on 

bonds over the next eight or 

nine years
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TIPS current yields as of June 13, 2021
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Treasuries current yields as of June 21, 2021
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The juice ain’t worth the squeeze - from staying in the S&P 500

2008.4 2009.3 2010.1 2010.9 2011.7 2012.5 2013.3 2014.1 2014.9 2015.8 2016.6 2017.4 2018.2 2019.0 2019.8 2020.6 2021.5

Current bull market started mid-day March 6, 2009

12.3 years old now

Has now lasted longer than 73% of the prior fifteen bull markets

Current bull market has delivered a +708% total return . . . or 18.6% annualized

Has delivered a larger cumulative return than 80% of the prior fifteen bull markets
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Market cap to “GDP” - and the S&P’s return over the next 12 years
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Margin-adjusted P/E ratio - and the S&P’s return over the next 12 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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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., Hussman Strategic Advisors, Macro Strategy out of London England, and by BCA Research out of Montreal Canada.

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.


