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“Entrepreneurship is the last 

refuge of the trouble-making 

individual”
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Current yields since 1979  - portfolio with 10-year maturity

0.5

1.7

2.9

4.1

5.3

6.4

7.6

8.8

10.0

11.1

12.3

13.5

14.7

15.8

1979.8 1983.1 1986.3 1989.5 1992.7 1995.9 1999.2 2002.4 2005.6 2008.8 2012.1 2015.3 2018.5 2021.7

C
u

rr
e

n
t 

yi
e

ld
 in

 %
, o

r 
To

ta
l a

n
n

u
al

iz
e

d
 r

et
u

rn
 in

 %

Current yield on a portfolio with 
10-year average maturity
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Return actually earned by a 10-year average maturity bond portfolio
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Total annualized return actually earned from investing 
in a 10-year average maturity portfolio

• Assumes portfolio was first started on the date shown at the bottom of the graph

• And portfolio was held for ten years



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

Current yield versus what your clients ended up actually earning
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in a 10-year average maturity portfolio

Current yield on a portfolio with 
10-year average maturity
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Current yield versus what your clients ended up actually earning
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Current yield on a portfolio with 
10-year average maturity

Ouch
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Relationship between current yield and what you earn

• What your client actually ends up earning will be as follows

• Client earns  =  Current yield  - your fee  - unexpected/unanticipated bond defaults
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Current yield versus what your clients ended up actually earning
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Current yield on a portfolio with 
10-year average maturity

Over the next 10 years, 
your client should expect 
to earn . . .
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Where are Treasuries right now
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Where are TIPS bonds right now
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Your response is . . . 
I’ll just rely on past performance track records

Oh . . . come on . . . 
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Your response . . . I’ll just make it up with “active management”

• Is this realistic?

• Is this even plausible?

• Is this even possible?

• NOPE . . . . Not in a million years

• WHY?     Because . . . 
• Mispriced bonds are only mispriced by a couple of pennies

• No one has an accurate enough crystal ball to know the direction of bond markets 
over the next several years
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So what’s to be done
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A rock-solid rule about bond portfolios

• Rule applies to any and all monies invested for 5 years (or less)

• There are two types of bond portfolios

• You must evaluate them differently

• Traditional . . . 99% of all portfolios in existence

• Tactical . . . just 1% of the portfolios

• Traditional bond portfolios . . . the 99%
• Your client will earn . . . current yield - your fee - any unexpected defaults
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Evaluating the tactical bond portfolios . . . The 1%

• Tactical . . . The 1%

• These are the “incredibly active bond portfolios”

• BlackRock, Dimensional, and BNY Mellon do not offer such portfolios

• JP Morgan offers one such portfolio

• Julex offers a classic expression of the 1%

• Completely ignore current yield

• Instead, focus on

• Organization

• People

• Investment process

• Track record
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The Julex solution
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The Julex solution targeting needs arriving 0-5 years in the future
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Julex portfolio name
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Benchmark and lead portfolio manager
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Safety first, second, and third . . . given the short-term objective
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2-part investment process
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The all important . . . Playing Field
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Performance . . . Right in line with expectations !!!
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Let’s be practical

• I am running a business

• My client needs to win

• I will always always . . . 
• Place my client’s interests first

• Operate in the best possible interests of my client

• But with that absolute truth

• I need to make a living . . . . so that I can actually serve my clients
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Bottom line

• I use this specific portfolio with my own clients

• My 2 cents
• It is remarkably well-aligned with the opportunities and risks we face today

• It is practical about what it can and should attempt to achieve in today’s “near zero 
interest rate” environment
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The zero fee to me . . . investment path
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Total annualized return actually earned from investing 
in a 10-year average maturity portfolio

Current yield on a portfolio with 
10-year average maturity

I can’t charge my 
client any fee on this 
future return !!!
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The zero fee to me . . . investment path

0.5

1.7

2.9

4.1

5.3

6.4

7.6

8.8

10.0

11.1

12.3

13.5

14.7

15.8

1979.8 1983.1 1986.3 1989.5 1992.7 1995.9 1999.2 2002.4 2005.6 2008.8 2012.1 2015.3 2018.5 2021.7

C
u

rr
e

n
t 

yi
e

ld
 in

 %
, o

r 
To

ta
l a

n
n

u
al

iz
e

d
 r

et
u

rn
 in

 %

Total annualized return actually earned from investing 
in a 10-year average maturity portfolio

Current yield on a portfolio with 
10-year average maturity

I can’t charge my 
client any fee on this 
future return !!!
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Performance . . . Right in line with expectations !!!

I could charge my 
clients 25bps for this
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Performance . . . Right in line with expectations !!!

I could charge my clients 
50 bps for this and it’s a 
better investment solution
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For more information contact

Jeff Megar, CFA

Email  jeff.megar@julexcapital.com

Office  781-772-1378

Liam Flaherty

Email  liam.flaherty@julexcapital.com

Office  781-489-5398
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Behavioral Knockout Risk
Friday the 8th
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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.


