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General approach

• Avoid any discussion of “how it works” or “what it does”

• Stay out of the engine room

• Instead . . . focus on

• How is today different , , , and use that as a tool to describe the need

• Describe the benefits
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The nature of change
95% of the time it’s about speed or pace
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Nature of change  - There are two very different kinds of change

The “95% of the time”

About . . . speed or pace

Best possible approach

See what worked best in the past and modify 

it at the edges to reflect current day realities

The “5% of the time”

About . . . direction

Worst possible approach

See what worked best in the past and modify 

it at the edges to reflect current day realities

Guarantees faceplant

10
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Speed of change  - An example of the 95%

SLOW FAST
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When was the last time we had 
directional change?
Maybe the 1970s?

NO . . . . probably not
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Era    1971-1986

• OPEC oil embargos to the U.S.

• 1973 Arab-Israeli War

• Race Riots in most major cities

• Unemployment rising to highest level since The Great Depression

• Interest rates hit 16 ½%

• Series of three economic recessions

• Black Monday (Oct 1987) when the market 
fell -25% in just 120 minutes

• Highest inflation in over 100 years

• Oil rose 1,140% in just over nine years

• Regan revolution that transformed American politics
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Opportunistic CIO K-1 Benchmark Index

U.S. stocks and bonds with same asset split as 
Opportunistic Index using fixed-weights

Global stocks and bonds with same asset split as 
Opportunistic Index using fixed-weights

Global stocks, bonds, and commodities  with same 
asset split as Opportunistic Index using fixed-weights

Returns are 
shown over and 
above inflation

$7.97

$1

$0.63

4.2% 

6.6% 
6.3%

14.8%
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The last time we had directional 
change
Was probably the broadly-defined WWII era
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Directional change  - A second example of the 5%

• Large and rapidly growing economy

• Relatively separate from the rest of the world, 
endeavoring to remain apart and uninvolved

• Leader of the Free World

• Major provider of capital to other nations

• Nation builder

1929-1946
• Great Depression of 1929
• World War II
• Eight-year drought - The Dust Bowl
• ENIAC began the computer revolution
• A scalable market for U.S. Treasury bonds was developed
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Why directional change right now?    Part 1

• Fossil to renewables

• Haves versus the have-nots

• China cold war

• Velocity of money

• Interest rates

• Fundamental intrinsic valuations      (on stocks, bonds, and trophy real estate)
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Why directional change right now?    Part 2

• Zombies

• Weather and demographics

• Suppression of creative destruction      (undermining evolution, renewal, and future opportunity)

• European war

• Reinvention of four industries      (Transportation, Medicine, Energy, Digital finance and contracting)

• An “Andrew Jackson-like” governmental regression

• Deglobalization 
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Why tactical asset allocation ?

• Because you

• Appreciate that you can only invest in the future . . . and not in the past

• Recognize that the future is all about 

• Directional change . . . instead of a change in terms of speed or pace

• Highest level of uncertainty since WWII era

• Appreciate that it’s impossible to know what will work in the future (with sufficient accuracy)

• Therefore you require something that starts from a position of absolute humility . . . 

• But adapts continuously and unrelentingly seeking to stay best-aligned
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I don’t want to lose it all . . . not now
This becomes the defining element . . . 

Especially given today’s ultra-high uncertainty
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I don’t want to lose it all . . . not now

• Worked hard

• Built a nest egg

• Not willing to lose it now

• BUT
• Also not willing to have it nibbled all away over the next “35 years” by

• Taxes

• Inflation

• Fees
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Motivation is not return . . . it’s risk . . . the what ifs

• Euro war

• Taiwan war

• 2nd pandemic . . . future variants

• Inflation returns to 14%

• Interest rates return to 16 ½%

• Oil hits $200

• P/E ratio (Price/Earnings ratio) returns to its 1981 level . . . . stocks fall -60%

• Return of a political “Andrew Jackson” type environment
• Cut government in half
• Shut down monetary authorities
• No more immigrants 
• We get an incredibly serious DEPRESSION
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I don’t want to lose it all . . . not now

• Worked hard

• Built a nest egg

• Not willing to lose it now

• BUT
• Also not willing to have it nibbled all away over the next “35 years” by

• Taxes

• Inflation

• Fees And I recognize that bear markets 
do come around . . . Bad things do 
happen
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Bear markets for stocks

Cumulative 

percentage return, 

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 

BEAR market

-30 1.25 Aug 1853 Nov 1854 27.6 27 -25.1

-31 0.83 Dec 1856 Oct 1857 19.2 10 -36.4

-35 0.67 Jul 1864 Mar 1865 32.4 38 -47.1

-32 1.25 Mar 1876 Jun 1877 7.8 7 -26.2

-37 1.17 Sep 1906 Nov 1907 13.8 14 -32.7

-27 2.00 Oct 1912 Oct 1914 11.0 38 -14.8

-48 4.08 Nov 1916 Dec 1920 15.9 41 -14.8

-79 2.75 Aug 1929 May 1932 37.3 36 -43.7

-50 1.08 Feb 1937 Mar 1938 31.6 23 -47.1

-39 2.58 Sep 1939 Apr 1942 19.3 42 -17.3

-37 1.75 May 1946 Feb 1948 14.5 29 -23.4

-35 1.58 Nov 1968 Jun 1970 14.8 26 -24.1

-52 1.75 Dec 1972 Sep 1974 15.2 14 -34.2

-30 0.25 Aug 1987 Nov 1987 33.9 0 -76.3

-47 2.08 Aug 2000 Sep 2002 17.8 36 -26.4

-52 1.33 Oct 2007 Feb 2009 19.2 25 -42.1

? ? Aug 2021 ? ? ? ?

Median BEAR 

market
-37 1.46 18.5 26 -29.6

Mean BEAR 

market
-41 1.65 20.7 25 -33.2

Autho r:  Rob  Brown, PhD, CFA  at   www.robb rownonline.com.   Stat is t ics  based  on data p rovided  by Global Financial Data, Inc., San Juan Cap is trano , CA 92675, at  ht tp s :/ / finaeon.g lobalfinancialdata.com and  are current  as  o f 

October 15, 2021

Results  rely on month-end  S&P 500  Index to tal returns  ad jus ted  fo r the All Urban Consumers  No t Seasonally Ad jus ted  Consumer Price Index as  p rovided  by the U.S. Department  o f Labo r

Ind ices  are unmanaged  and  canno t  be inves ted  into  d irect ly.  Unmanaged  index returns  do  no t  reflect  fees , expenses , o r sales  charges .  Index perfo rmance is  no t  ind icat ive o f the perfo rmance o f any inves tment.  Pas t  perfo rmance is  

no  guarantee o f future results

Bull and  bear markets  are defined  as  moves  o f at  leas t  26 .92993%  us ing  month-end  S&P 500  Index to tal returns .  This  info rmation in this  p resentat ion is  fo r the purpose o f info rmation exchange.  No  rep resentat ion o r warranty is  

made to  the reasonab leness  o f the assumptions  made.  Inves tment  advice o ffered  through Integ rated  Wealth Concep ts  LLC (a Reg is tered  Inves tment Adviser), d /b /a Integ rated  Financial Partners , Inc.

Bear markets for inflation-adjusted U.S. stocks since 1846
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Bear markets for stocks
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Bear markets for stocks
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Bonds . . . have bear markets too

16 %

½ %

9/30/1981

8/4/2020

39 
years

9/30/1981

11/30/1945

36 
years

16 %

1½ %

8/4/2059

8/4/2020

39 
years

? %

½ %
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Bear markets for bonds

Cumulative 

percentage return, 

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 

BEAR market

-22 2.67 Mar 1863 Nov 1865 6.1 31 -9.1

-50 11.42 Dec 1908 May 1920 4.8 41 -5.9

-31 16.58 Jan 1941 Aug 1957 3.3 45 -2.2

-40 16.33 May 1965 Sep 1981 6.4 45 -3.0

? ? Jul 2020 ? ? ? ?

Median BEAR 

market
-35 13.87 5.4 43 -4.5

Mean BEAR 

market
-36 11.75 5.1 40 -5.0

Autho r:  Rob  Brown, PhD, CFA  at   www.robb rownonline.com.   Stat is t ics  based  on data p rovided  by Global Financial Data, Inc., San Juan Cap is trano , CA 92675, at  ht tp s :/ / finaeon.g lobalfinancialdata.com and  are current  as  o f 

October 15, 2021

Bonds  were defined  as  50% intermed iate-term U.S. Treasury bonds  and  50% liquid  high-quality U.S. co rpo rate bonds .  And  were cons tructed  us ing  three to tal return bond  ind ices  p rovided  by Global Financial Data.  Intermed iate-

term U.S. Treasury bonds  are defined  by the GFD Ind ices  USA 10 -year Government Bond  To tal Return Index.  Prio r to  4 /30 /1915 liquid  high-quality U.S. co rpo rate bonds  are defined  by the GFD Ind ices  USA To tal Return AAA 

Corpo rate Bond  Index.  After 4 /30 /1915 liquid  high-quality U.S. co rpo rate bonds  are defined  by a 50 /50  mix o f the Dow Jones  Corpo rate Bond  Return Index and  the GFD Ind ices  USA To tal Return AAA Corpo rate Bond  Index

Results  rely on month-end  to tal returns  ad jus ted  fo r the All Urban Consumers  No t Seasonally Ad jus ted  Consumer Price Index as  p rovided  by the U.S. Department  o f Labo r.  Ind ices  are unmanaged  and  canno t  be inves ted  into  

d irect ly.  Unmanaged  index returns  do  no t  reflect  fees , expenses , o r sales  charges .  Index perfo rmance is  no t  ind icat ive o f the perfo rmance o f any inves tment .  Pas t  perfo rmance is  no  guarantee o f future results

Bear and  bull markets  are defined  as  moves  o f at  leas t  20 .95730035%  us ing  month-end  S&P 500  Index to tal returns .  This  info rmation in this  p resentat ion is  fo r the purpose o f info rmation exchange.  No  rep resentat ion o r warranty 

is  made to  the reasonab leness  o f the assumptions  made.  Inves tment  advice o ffered  through Integ rated  Wealth Concep ts  LLC (a Reg is tered  Inves tment Adviser), d /b /a Integ rated  Financial Partners , Inc.

Bear markets for inflation-adjusted U.S. bonds since 1845
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Bear markets for bonds
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Bear markets for bonds
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We do have economic recessions
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And inflation does run in cycles . . . Rising or falling

-3.75

-2.92

-2.09

-1.26

-0.43

0.40

1.24

2.07

2.90

3.73

4.56

5.39

6.22

7.05

7.88

1856.5 1866.8 1877.2 1887.5 1897.9 1908.2 1918.5 1928.9 1939.2 1949.5 1959.9 1970.2 1980.6 1990.9 2001.2 2011.6 2021.9

Inflation over rolling 12 ½ year time windows

All time periods
Since end of WW-II 

(9/2/45)

Since beginning of 

Johnson administration 

(11/22/63)

Average 2.3% 3.6% 4.1%

Median 2.4% 2.8% 3.3%

Rising

Falling

Rising Rising

Falling Falling
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The same is true of interest rates

-4.44

-3.65

-2.87

-2.08

-1.30

-0.51

0.27

1.05

1.84

2.62

3.41

4.19

4.97

5.76

6.54

7.33

8.11

8.90

1,848.0 1,855.9 1,863.8 1,871.7 1,879.6 1,887.5 1,895.4 1,903.3 1,911.2 1,919.1 1,927.0 1,934.9 1,942.8 1,950.7 1,958.6 1,966.5 1,974.4 1,982.3 1,990.2 1,998.1 2,006.0 2,013.9 2,021.8

Inflation-adjusted current yield on the 10-year U.S. Treasury bond
Data as of October 15, 2021

Reconstruction Era 
and the beginning of 
the Industrialization 

of America

Global pandemic (Spanish 
Flu), Great Depression of 

1920, World War I, 
Creation of Federal Reserve

Creation of the 
American middle 

class and the ready 
availability of credit

Stagflation and 
extremely rapid 
growth of the 
money supply

Great Depression of 1929, 
World War II, Eight-year 

drought (Dust Bowl), ENIAC 
began the computer revolution

Federal Reserve 
stimulus in response 

to The Great Recession 
and COVID-19

1.54% Current nominal yield on a 10-year Treasury

-0.95% Current yield after subtracting out expected inflation

1.11% Current trendline inflation-adjusted yield

89% Percentage of the time that inflation-adjusted yields are higher than they are today

17% Percentage of the time that inflation-adjusted yields are negative

-19%
How much the 10-year Treasury bond would have to fall in price for rates to return 

to trendline (if change occurred overnight)
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We need an approach which adapts
One that doesn’t say . . . . just wait it out
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The Great Economic Recession . . . of 2007-2009

$0.57
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U.S. stocks and bonds with same asset split as 
Opportunistic Index using fixed-weights

Global stocks and bonds with same asset split as 
Opportunistic Index using fixed-weights

Global stocks, bonds, and commodities  with same 
asset split as Opportunistic Index using fixed-weights

Returns are 
shown over and 
above inflation
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But how did it generate such an attractive outcome?
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Rely on the collateral pieces
Annual brochure

Monthly updates
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Playing field
COUNTRY 

ETFs

Australia Sweden Germany Hong Kong Italy Japan Switzerland Netherlands

Spain France UK Canada Singapore India Taiwan Mexico Korea

Brazil China Russia EM Income EM Index DM Index

US SECTOR 

ETFs

Materials Energy Financial Industrials Technology Consumer 
Staples

Consumer 
Discretionary 

Utilities Healthcare Real Estate Communications Bank Biotech Internet Software Semiconductor

Large Cap 
Growth

Large Cap Value Mid Cap Growth Mid Cap Value
Small Cap 
Growth

Small Cap Value US Large Cap

FIXED INCOME 

ETFs

US Aggregate 
Bond

US TIPS US Treasuries
US Long-Term 

Treasuries
US Short Term 

Treasuries
Treasury Bills
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Current positioning
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Current positioning  - zoom in a little
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Who is Julex Capital
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Who is Julex Capital
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Factsheet
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Factsheet



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

Two additional pieces
But only for the “technical types” . . . . Or those who just “need paper”
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Journal of Portfolio Management
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Journal of Investing  - forthcoming
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Journal of Investing  - forthcoming
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I don’t want to lose it all . . . not now
This becomes the defining element . . . 

Especially given today’s ultra-high uncertainty
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I don’t want to lose it . . . not now

• Worked hard

• Built a nest egg

• Not willing to lose it now

• BUT
• Also not willing to have it nibbled all away over the next “35 years” by

• Taxes

• Inflation

• Fees
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Motivation is not return . . . it’s risk . . . the what ifs

• Euro war

• Taiwan war

• 2nd pandemic . . . future variants

• Inflation returns to 14%

• Interest rates return to 16 ½%

• Oil hits $200

• P/E ratio (Price/Earnings ratio) returns to its 1981 level . . . . stocks fall -60%

• Return of a political “Andrew Jackson” type environment
• Cut government in half
• Shut down monetary authorities
• No more immigrants 
• We get an incredibly serious DEPRESSION
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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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Tactical asset allocation in a rising interest rate 
environment
Friday 

April 29th

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.


