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Industry
The investment industry works hard to encourage DIY folk to focus on all of 
the wrong things
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Sales based on the last 1-, 3-, 5-, and 7-year performance numbers
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Our industry’s tricks

• Bad
• Touting performance over the last 1-, 3-, 5-, and 7-years versus the S&P 500 Index

• Cherry picking performance highlighted

• Implying that past performance will continue into the future

• Purposefully conflating beta with alpha

“You too can beat 
the market . . . 

just use our stuff”
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Investment management firms
Their objectives
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Famous study  - out of Goldman Sachs

• The investment management firms

• They are in the business of
• Attracting and retaining clients

• Not in the business of making money for their clients

• Or more sharp-edged
• They exist to make money from your clients . . . not for your clients
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How do they approach this 
objective?
Sell product
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The easiest and surest why of selling product

• Convince clients (and their advisors) to focus on past performance relative to an 
index benchmark

• Look at the product’s performance over the last 1-, 3-, 5-, 7-year periods

• Compare to a benchmark that makes the product look good

• And when it doesn’t
• Just change the benchmark . . . or

• Focus on a different product



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

Trend chasing

• Believe past performance indicates future performance

• Believe they can “invest in the past”
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This encourages the manufacture 
and distribution of Journey
portfolios
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Journey portfolio

Intended Benefit
Experience a smoother, more 
pleasing Journey

Possible Cost
Unfortunately, your Journey portfolio 
might lead you to this Destination
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Mr. Market’s behavior
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Is there a different approach?
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But what if you had a different objective

• An objective that strongly aligned with your real world needs

Time 

Segment

Used for needs that are 

this far in the future

Required Return                    

(measured net to the investor, and 

only at the final Destination)

Destination                                          

(number of years in the future at which seek to 

have earned at least the Required Return)

1 0 - 5 years 3% 2½ years

2 6 - 10 years 4% 7½ years

3 11 - 15 years 5% 12½ years

4 16 - 20 years 6% 17½ years

5 21 and greater years 7% 22½ years
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Objective would then be . . . . 

• Never earn less than the Required Return . . . but measured only at the Destination

• OR

• Maintain the lowest possible probability of earning less than the Required Return over any 
and all future Rolling Time Windows (of a length matching the Destination)
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Is this an “absolute return” portfolio?

• Nope

• Not in the slightest

• Absolute return strategies only exist in Disney films

• They’re just a cruel joke by the over-excited salesperson

• The Destination portfolio strictly ignores the journey . . . . And stays focused on its 
destination
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The old Chinese proverb

• If you have one year, plant rice

• If you have ten years, plant trees

• If you have one years, educate children
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The old Chinese proverb

• Different investments take different amounts of time to
• Germinate

• Sprout

• Grow

• Mature

• Be successfully harvested

• The bank CD . . . . a pretty short period

• The venture capital fund . . . . a pretty darn long period . . . use multiple vintages

• If all you’ve got is 3 years . . . don’t use 
• Tactical asset allocation

• Call option overwriting

• Put option protected stocks

• Preferred stocks
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The Destination portfolio

Intended Benefit
Reach a more favorable 
Destination

Possible Cost
Unfortunately, your Destination 
portfolio might take you on this 
type of Journey
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Three legs of the stool

Buckets

Forward-looking 
investments

Always 
adapting 

and evolving

25



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

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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Time Segmentation Investing - and optimal 
portfolio design 
Friday 

March 11th

11:00 a.m. EASTERN
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Important Disclosures

All data and statistics were provided by Global Financial Data, Inc. and NDR, Inc.  (unless otherwise indicated in the exhibit)

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.


