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What (if any) is the relationship between 
GDP-growth and investment market returns
Precious metals

Diversified commodities

Investment grade bonds

Stocks
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Why this topic

• Because our industry (and advisors) spend a great deal of time talking about 
• Future economy

• Prospective economic growth rates

• Will we . . . or won’t we . . . have a recession 

• We encourage our clients to believe that this is
• An important and meaningful topic

• How we base our investment decisions (at least in part)

• Understanding it . . . is a key driver of superior performance
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Should we be talking to our clients 
about future GDP-growth?
Or . . . could such discussions be misleading?
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No opinions . . . Just the data

• Data . . . . 1914 to the present

• 100% pure U.S.

• Investment markets
• Diversified precious metals

• Ultra-diversified commodities

• Investment grade Government/Corporate bonds

• S&P 500 Index

• Economic growth
• GDP growth rate

• Everything is in inflation-adjusted terms
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Important question

• If stocks normally return something like 10% per year

• How much of that “10%” . . . is explained by future economic growth

• All of it?

• Half of it?

• A quarter?

• This is the question . . . we will answer
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Rephrasing the question . . . . 

• If you knew in advance . . . exactly how fast the economy would grow (or shrink)

• Would this help you determine whether to be in stocks or not (or any other asset category)

• We examine this question by looking at 
• 1 month

• 10 years

• And . . . everything in between
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Strong positive relationship . . . GDP growth drives stock returns
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NO relationship . . . GDP growth does NOT affect stock returns
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Diversified precious metals
Think of the ETF with ticker symbol “GLTR”
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Absolutely no relationship whatsoever . . . . NONE !!
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Time period that gives the strongest possible relationship
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Ultra-diversified commodities
Think of the ETF with ticker symbol “DBC”
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Absolutely no relationship whatsoever . . . . NONE !!
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Time period that gives the strongest possible relationship
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Let’s just consider the 12-month time window
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Investment grade bonds
Think of the ETF with ticker symbol “AGG”
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Absolutely no relationship whatsoever . . . . NONE !!
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Time period that gives the strongest possible relationship
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Let’s just consider the 12-month time window
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U.S. stocks
Think of the ETF with ticker symbol “SPY”
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Absolutely no relationship whatsoever . . . . NONE !!
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Time period that gives the strongest possible relationship
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Let’s just consider the 12-month time window

-50

-30

-10

10

30

50

-26 -16 -6 4 14 24 34

12-month rolling time windows

R-Square of 0.06

Explains 6% portion of all stock returns



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

Summary
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Summary - If you know the future in advance, how much does it help?

Diversified precious metals 12 months 0% 10 years 3% - 0% -

Ultra-diversified commodities 1 month 3% 6 months 12% + 11% +

Investment grade US 

government/corporate bonds
1 month 1% 10 years 5.3% - 4.6% -

S&P 500 1 month 0% 3 years 11% + 6% +

Worst possible Best possible
12 months in the 

future
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Summary - If you know the future in advance, how much does it help?

Diversified precious metals 12 months 0% 10 years 3% - 0% -

Ultra-diversified commodities 1 month 3% 6 months 12% + 11% +

Investment grade US 

government/corporate bonds
1 month 1% 10 years 5.3% - 4.6% -

S&P 500 1 month 0% 3 years 11% + 6% +

Worst possible Best possible
12 months in the 

future
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Important question

• If stocks normally return something like 10% per year

• How much of that “10%” . . . is explained by future economic growth

• All of it?

• Half of it?

• A quarter?

• This is the question . . . we will answer
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Important question

• If stocks normally return something like 10% per year

• How much of that “10%” . . . is explained by future economic growth

• All of it?

• Half of it?

• A quarter?

• This is the question . . . we will answer

Or . . . 

If stocks return 10% next year

Then just 0.6% is explained by what the 
economy does

9.4% is explained by other factors
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Important question

• If stocks normally return something like 10% per year

• How much of that “10%” . . . is explained by future economic growth

• All of it?

• Half of it?

• A quarter?

• This is the question . . . we will answer

If you know in advance, exactly what the economy will 
do over the next 12 months

This perfect foreknowledge . . . . allows you to explain 
what portion of future investment returns?

• 0% of precious metals

• 11% of commodities

• 4.6% of bonds

• 6% of stocks
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Let’s just consider the 12-month time window
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Does knowledge of future GDP 
growth help anywhere?
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Real estate . . . and a few other things

• Real estate

• Labor income

• Unemployment

• Job prospects

• Housing

• Level of the US Dollar

• Will the credit spreads on your junk bonds widen out

• Will you get a raise . . . and how large

• Long-run professional opportunity

• These are an ENTIRELY different matter
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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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Case for Tactical Asset Allocation revisited  
Friday

February 3rd

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.
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