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Why tactical asset allocation (sector rotation)?
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7-year return forecast
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7-year return forecast
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The data

• 35 asset categories considered

• 1914 through the present
• Multiple wars

• Inflation, deflation

• Banking crises

• Terrorist acts

• Rapid growth, stagflation

• Numerous recessions, mild, average, severe

• All analysis completed after full adjustment for inflation
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High-level asset 

category
Ticker symbol Narrowly-defined asset

High-level 

asset category

Ticker 

symbol
Narrowly-defined asset

VNQ Real estate IEF 7-10 year Treasury

XLE Energy IEI 3-7 year Treasury

XLF Finance SHV Short-term Treasury

XLI Industrials TIP Inflation protected Treasury

XLK Technology TLT 20+ year Treasury

XLU Utilities VCIT Intermediate investment grade corp

XLV Health care ZROZ Ultra long-term Treasury

EWA Australia Junk bonds HYG High yield bonds

EWC Canada

EWG Germany GDX Gold mining company common stocks

EWJ Japan GLD Gold

EWT Taiwan GLTR Ultra diversified precious metals

EWU United Kingdom PALL Palladium

EWY Korea PPLT Platinum

EWZ Brazil SLV Silver

INDA India

MCHI China Int'l bonds EMLC Local currency emerging country bonds

DBA Agricultural

DBO Oil

PDBC or DBC Ultra diversified commodities

Industrial and 

agricultural 

commodities

U.S. stocks

Primary sources of growth Primary sources of protection

International 

stocks

Precious 

metals

Investment 

grade U.S. 

bonds
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The approach

• Eight asset categories that trended the most strongly over the last 11 months

• Equal-weighted

• However . . . . Cash (90-Day Treasury Bills) are allowed to take a significant over-weight

• Unique client requirements
• Investment time horizon of 14.9 years

• Cash not allowed to exceed 61.4% of the portfolio . . . . for reasons of humility



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



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



For internal use only, do not share with clients or prospects
1919.9 1926.8 1933.7 1940.5 1947.4 1954.3 1961.2 1968.0 1974.9 1981.8 1988.6 1995.5 2002.4 2009.3 2016.1 2023.0

G
ro

w
th

 o
f 

$1
 in

fl
at

io
n

-a
dj

u
st

ed
 (p

lo
tt

ed
 o

n
 lo

g 
sc

al
e)

10.9% annualized return 
TAA Index

5.8% annualized return - 50% U.S. stocks 50% U.S. bonds

5.5% annualized return - 50% global stocks 50% global bonds

5.2% annualized return - 45% global stocks 45% global bonds 10% commodities

Large and consistent outperformance over the long-run

Returns are 
shown over and 
above inflation
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TAA Index

Domestic benchmark - 50% U.S. stocks 50% U.S. bonds

Global benchmark - 50% global stocks 50% global bonds

Global benchmark w commodities - 45% global stocks 45% global bonds 10% commodities

Outperformance over almost all 14.9-year investment periods

Returns are 
shown over and 
above inflation



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

$67.61

$69.77

$71.93

$74.09

$76.25

$78.41

$80.57

$82.73

$84.89

$87.05

$89.20

$91.36

$93.52

$95.68

$97.84

$100.00

2007.8 2007.9 2008.0 2008.1 2008.2 2008.3 2008.4 2008.5 2008.5 2008.6 2008.7 2008.8 2008.9 2009.0 2009.1 2009.2

G
ro

w
th

 o
f 

$
1

0
0

 i
n

fl
a

ti
o

n
-a

d
ju

st
ed

TAA Index

Domestic benchmark - 50% U.S. stocks 50% U.S. bonds

Global benchmark - 50% global stocks 50% global bonds

Global benchmark w commodities - 45% global stocks 45% global bonds 10% commodities

Returns are 
shown over and 
above inflation
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Returns are 
shown over and 
above inflation

Domestic benchmark - 50% U.S. stocks 50% U.S. bonds

Global benchmark - 50% global stocks 50% global bonds

Global benchmark w commodities - 45% global stocks 45% global bonds 10% commodities
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shown over and 
above inflation

Domestic benchmark - 50% U.S. stocks 50% U.S. bonds

Global benchmark - 50% global stocks 50% global bonds

Global benchmark w commodities - 45% global stocks 45% global bonds 10% commodities
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In or 

out
Ticker Asset type

XLF Finance 4.30

XLI Industrial 6.87

XLU Utility 1.17

XLV Health care 3.06

XLK Technology -5.74

VNQ Real estate -7.02

XLE Energy 10.64

MCHI China 9.73

EWZ Brazil 0.28

EWJ Japan 0.27

EWG Germany 10.90

EWY South Korea 2.47

EWT Taiwan -2.11

EWU United Kingdom 5.85

EWC Canada -4.35

INDA India -0.34

EWA Australia 3.45

SHV Ultra short term Treasuries 0.88

TLT Long term Treasuries -6.19

IEF 7-10 year Treasuries -1.86

IEI 3-7 year Treasuries -0.75

ZROZ Ultra long term Treasuries -10.61

TIP Inflation protected Treasuries -3.13

VCIT Intermediate term IG corporate bonds 0.05

HYG High yield bonds 1.48

EMLC Local currency emerging country bonds 3.80

GDX Gold mining company stocks 6.16

SLV Silver 7.13

GLD Gold 3.11

PALL Palladium -18.25

PPLT Platinum 9.75

GLTR Diversified precious metals 1.58

PDBC Ultra diversified commodities -7.15

DBA Agricultural commodities -6.34

DBO Oil -13.72

Trending/momentum score
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Date
Optimistic, neutral, or 

pessimistic
Portfolio’s optimism/pessimism score

4/10/2022 79.6

5/10/2022 60.7

6/10/2022 61.3

7/10/2022 37.7

8/10/2022 60.2

9/10/2022 67.5

10/10/2022 61.3

11/10/2022 63.4

12/10/2022 63.4

1/9/2023 85.1

Scores range from 0.0 to 100.0 (most pessimistic to most optimistic)
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January configuration

XLF 12.41

XLI 12.41

XLE 12.41

MCHI 12.41

EWG 12.41

EWU 12.41

EWA 12.41

SLV 12.41

CUSTODIAL_CASH 0.72
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Objections
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It’s based on predictions or forecasts . . . . which could be wrong

• NO it is not

• It is never based on any forecasts of the future

• Instead, it relies on an extremely simple look-back rule

• One that any high-school graduate could replicate

• Success relies on the observation that all markets trend . . . have momentum
• Winners repeat

• Losers repeat

• Often . . . the most successful investment strategies are the simplest
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You just set a rule after the fact . . . to generate this attractive result

• NO . . . I did not

• It is based on an extremely simple rule
• Just select the 8 asset classes that trended the most strongly over the last 11 months

• That’s it

• Yes . . . cash is weighted as based on the investment time horizon, but not its selection . . . . 
• And those weightings never vary over time

• It’s just like when you build a passive index portfolio yourself
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You played with the returns and . . . maybe made them up

• NO . . . I did not

• The returns were calculated by Global Financial Data, Inc.

• And not by me
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I have to see independent third party verification

• OK

• Here are two fully independent verifications

• Both of them are extremely heavily peer reviewed . . . . 

• And got published after having passed the highest possible bars for integrity and rigor
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It is only useful for short investment periods

• NO . . . . that is just plan wrong

• Such a conclusion is not supported by the data

• The simple model presented herein adopts an investment time horizon of 14.9 years
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10.9% annualized return 
TAA Index

5.8% annualized return - 50% U.S. stocks 50% U.S. bonds

5.5% annualized return - 50% global stocks 50% global bonds

5.2% annualized return - 45% global stocks 45% global bonds 10% commodities

Large and consistent outperformance over the long-run

Returns are 
shown over and 
above inflation
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TAA Index

Domestic benchmark - 50% U.S. stocks 50% U.S. bonds

Global benchmark - 50% global stocks 50% global bonds

Global benchmark w commodities - 45% global stocks 45% global bonds 10% commodities

Outperformance over almost all 14.9-year investment periods

Returns are 
shown over and 
above inflation



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

My favorite Julex tactical asset allocation model

• Dynamic series

• Can go 100% back to “cash”

• International and U.S. are rebalanced at separate points, once each month
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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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How to access international - But without 
getting burned   
Friday

February 10th

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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