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Quotes

Quotes or book excerpts that I find particularly insightful or thought provoking…
“The theory is elegant but flawed… The old financial orthodoxy was founded on two critical assumptions in Bachelier’s key
model: Price changes are statistically independent, and they are normally distributed. The facts show otherwise. First, price
changes are not independent of each other…. many financial price series have a “memory,” of sorts. Today does influence
tomorrow. If prices take a big leap up or down now, there is a measurably greater likelihood that they will move just as violently
the next day… Second, contrary to orthodoxy, price changes are very far from following the bell curve… In fact, the bell curve fits
reality very poorly… Extreme price swings are the norm in financial markets—not aberrations that can be ignored. Price
movements do not follow the well-mannered bell curve assumed by modern finance; they follow a more violent curve... A sound
trading strategy or portfolio metric would build this cold, hard fact into its foundations… trouble runs in streaks. Market
turbulence tends to cluster.”
-Benoit Mandelbrot, in The (Mis)Behavior of Markets
“Faulty risk measurement is worse than no risk measurement at all, because it may give investors an unwarranted sense of
security… It would be safer to drive a car without a speedometer than a speedometer that understated true speeds by 25
percent. If you had no mechanical gauge of speed, you would be conscious of that absence of information and take extra caution
as a result. If, instead, you are relying on a speedometer you believe is providing correct readings but, in fact, is significantly
understating actual speed, you will be more prone to an accident. Similarly, in trading and investment, relying on risk
measurements that significantly understate true risk may be far more dangerous than not using any risk measurement at all.
Indeed, many of the catastrophic losses suffered by investors have been a direct consequence of inaccurate risk measurement
rather than the absence of risk measurement.”
-Jack Schwager, in Market Sense and Nonsense

Earnings Backdrop

S&P 500 Trailing 12-month Earnings per Share and the S&P 500

Source: © Merk Investments, Bloomberg

Analysis: Trailing earnings have continued to decline. And earnings estimates continue to fall: according to FactSet, analysts are projecting an
earnings decline of 20% for calendar year 2020 (much lower relative to last month’s report (-9%)). Chart Framework: I’d get incrementally
positive if the trailing 12-month earnings moved back up over consecutive quarters (QoQ), i.e., two or more quarters.
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Business Cycle Backdrop

Leading Economic Indicators (LEI) Index and the S&P 500

Source: © Merk Investments, Bloomberg

Analysis: The Leading Economic Indicators (LEIs) Index caught up with reality and fell sharply in March. Chart Framework: I’d get incrementally
positive on the outlook for the S&P if the LEI Index ticked back up, which may happen soon as this may be a short (albeit deep) recession.
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Global Growth Backdrop

Large Economy Manufacturing PMIs (Purchasing Managers Index) and the S&P 500

Source: © Merk Investments, Bloomberg

Analysis: Major economy manufacturing PMIs were lower over the past month. China remains above 50. Chart Framework: I’d get positive if all
readings were above 50.
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U.S. Financial Conditions

Chicago Fed National Financial Conditions Index and the S&P 500

Source: © Merk Investments, Bloomberg

Analysis: Financial conditions have loosened over the past month. The reversal is likely in large part due to Fed programs. Financial conditions
have generally been moving in line with the equity market. Chart Framework: I’d get incrementally negative on the outlook for the S&P if
financial conditions tightened while the equity market remained flat to higher.
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S&P 500 and G3 Central Bank Assets

S&P 500 Index and G3 (U.S., Eurozone, and Japan) Central Bank Total Assets

Source: © Merk Investments, Bloomberg

Analysis: It’s important to not leave policy makers outside of your analysis. For their part, central banks have worked to backstop the financial system. Gradual
removal of crisis-era lending programs would likely be a sign the worst is over. Over the medium/longer term, increased QE probably is supportive of equity
markets. Chart Framework: I’d get negative if the YoY rate of change went negative.
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Market Breadth

S&P 500 (top panel in black) and Equally Weighed S&P 500 (lower panel in grey)

Source: © Merk Investments, Bloomberg

Analysis: While the equally weighted index has underperformed, there hasn’t been any meaningful directional divergence. I’m currently neutral
on this picture. Chart Framework: I’d get incrementally positive or negative on the outlook for the S&P if there was a bullish or bearish
divergence respectively, e.g., if the equally weighted index is making higher highs while the market cap weighted index is making lower lows
that would be a bullish divergence.
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Market Sentiment

Percent that are Bullish (bulls / bulls+bears) and S&P 500

Source: © Merk Investments, Bloomberg

Analysis: Sentiment has come down to 32% bullish. This chart should be looked at from a contrarian perspective, particularly at extremes. Given
that bullish sentiment is relatively low, my interpretation of this chart is neutral/positive for the market. Chart Framework: I’d get incrementally
negative with sentiment near or above 70. The neutral range is between 40 and 60.
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Margin Debt

Margin Debt and S&P 500 (top panel), 12 month change in Ratio of Margin Debt / S&P 500 (bottom panel)

Source: © Merk Investments, Bloomberg

Analysis: Margin debt continues to decline. In the previous two major market tops for the S&P 500 (2000 and 2007), margin debt rose
significantly relative to the equity market, possibly reflecting the euphoric phase of the bull market, or long positions switching from strong
hands (unlevered) to weak hands (levered). Margin debt didn’t rise relative to the stock market (bottom panel) coming into this crash. Chart
Framework: I’d get incrementally negative on the outlook for the S&P if YoY rate of change of the ratio (bottom panel) moved above 30.
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Correlation and Volatility Framework

On the below diagram Correlation rises along the vertical axis from bottom to top, and Volatility rises on the horizontal axis from left to right

Source: © Merk Investments LLC

Analysis: This is a very simple diagram to help visualize how volatility and correlation relate to the conventional concept of portfolio risk.
Volatility measures how much movement an individual asset has relative to itself, and correlation measures how much movement an individual
asset has relative to other assets in a portfolio. For a given portfolio, the lower the volatility of each individual asset and the lower the correlation
between assets, the “lower risk” the portfolio as measured by portfolio standard deviation—and vice versa for high volatility and high
correlation. Counterintuitively I would argue that longer-term investors might want to think the opposite way—that is, to become cautious when
asset portfolios appear low risk and consider being more aggressive when asset portfolios appear high risk. To paraphrase Warren Buffett: it’s
better to be fearful when others are greedy and greedy when others are fearful.
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S&P 500 Correlation and Volatility

Avg. 2-yr Correlation of GICS* Sector Indexes to the S&P 500 Index and Avg. GICS Sector Index 1-yr realized volatility

Source: © Merk Investments, Bloomberg

Analysis: Correlation and volatility have stabilized near recent highs. In my view this chart should be looked at from a contrarian perspective, and currently suggests a
somewhat positive outlook medium/longer term as both correlation and volatility are at relatively high levels (particularly correlation). Framework: S&P 500 subsequent
medium-term returns are likely to be most attractive when both correlation and volatility are high and have lots of room to decline, like in 2009.
*GICS = Global Industry Classification Standards. The 10 sectors used for this analysis are: Consumer Disc., Consumer Stap., Energy, Financials, Health Care, Industrials, Information Technology, Materials, Telecommunication Services, and Utilities. In 2016 Real
Estate was added as an 11th GICS Sector, which had been part of the Financials sectors. The S&P 500 stocks are each assigned to a sector. The correlation reading (black line) represents the average of all sector correlations to the S&P 500 (i.e., Correlation
between Financials and S&P 500 + Correlation between Energy and S&P 500 etc., divided by 10). The volatility reading (grey line) represents the average the sector volatilities (i.e., Volatility of Financials + Volatility of Energy etc…., divided by 10)
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Uncertainty

U.S. Economic Policy Uncertainty Index and S&P 500
Lower Uncertainty

Higher Uncertainty

Source: © Merk Investments, Bloomberg

Analysis: There continues to be a massive “wall-of-worry” to climb. Counterintuitively I would argue that uncertainty is generally a positive for
the market on a forward-looking basis as it gives uncertainty more room to decline going forward. As the expression goes: if you wait for an all
clear signal you’ll buy at the top. Chart Framework: I’d get incrementally negative on the outlook for the S&P around the 50 level on policy
uncertainty.
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VIX Curve

(3-month futures implied VIX minus spot VIX) and S&P 500

Source: © Merk Investments, Bloomberg

Analysis: The VIX curve is teetering between positive and negative but was positive as of May 15th. A negative VIX curve means future expected
VIX is lower than the current VIX (VIX represents an estimate of the 30-day implied volatility of the S&P 500). In my view when the VIX curve is
negative a market drawdown phase is likely still ongoing, when positive it may suggest the drawdown may be over for the time being. Chart
Framework: In my view this chart is best used for judging when drawdown periods might be over. If a negatively sloped VIX curve (i.e., grey area
below zero) persisted that could be a sign of stress remaining in the market.
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S&P 500 Technicals

S&P 500 daily open-high-low-close chart with 50-day and 200-day Moving Averages (MA)

Source: © Merk Investments, Bloomberg

Analysis: The recent market rally has come short of the 200 day moving average. And the 50-day moving average remains below the 200-day
moving average. My current interpretation of this picture is negative. Chart Framework: I’d get positive if the S&P 500 appeared to be making
higher highs and higher lows and if the 50d MA reversed into an uptrend.
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S&P 500 Valuation Indicator

Aggregate Equity Allocation Proxy (From Fed Z.1 Report) and S&P 500 Subsequent 10 year annualized Returns

Source: © Merk Investments, Bloomberg

Analysis: If history is any guide, this chart suggests annualized S&P 500 returns (w/o dividends) might be close to zero over the coming 10-year period (from
12/31/2019). The grey dotted line is the market value of US equity divided by the total market value of US equity and debt, which is used as a proxy for
aggregate equity allocation. At 46.2% the equity allocation was relatively high on 12/31/2019. The data comes from the quarterly Federal Reserve Z.1 report,
the series will be updated again next in late June. Chart Framework: I’d likely get positive on the longer-term outlook for the S&P 500 at an allocation below
30%, which would likely only be after a substantial bear market.
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Calendar Year S&P 500 Returns

1928-to-Present Calendar Year Returns (dividends not included)

Source: © Merk Investments, Bloomberg

Analysis: As of 5/15/2020 the S&P 500 is down about 11% year-to-date. Coming into 2020 sell-side forecasts were for a 3% to 8% return this year.
Usually the consensus forecast is wrong (either too high or too low). From 1928 through 2019 the S&P 500 average annual return was 7.7%, (w/o
dividends). The S&P 500 returned between 0-10% in only 16 of those 92 years (17% of the time). In other words, average years are actually rare. 51%
of years had returns above 10%, and 32% of years had negative returns. It may be worth noting that the S&P 500 is up over 10% in most years.
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Checklist
Chart

Time Horizon

Per Framework Characterization

Earnings

Short/Medium Term

Negative

Business Cycle

Short/Medium Term

Negative

Global growth

Short/Medium Term

Negative

Financial Conditions

Short/Medium Term

Positive

Central Bank Support

Medium Term

Positive

Market Breadth

Medium/Longer Term

Neutral

Market Sentiment*

Short/Medium Term

Neutral/Positive

Margin Debt*

Medium/Longer Term

Positive

Correlation/Volatility*

Medium/Longer Term

Positive

Uncertainty*

Medium Term

Positive

VIX Curve

Short Term

Positive

S&P 500 50d v 200d MA

Medium Term

Negative

Valuation

Medium/Longer Term

Negative

Time Horizon

Overall Characterization

Short Term (<6 months)

Neutral with high uncertainty

Medium/Longer Term (6m-5years)

Neutral with high uncertainty

© Merk Investments LLC
*contrarian indicators
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Conclusion/Thoughts
The market moves in the way that creates the greatest amount of frustration for the greatest number of people. That maxim
comes to mind these days.
Many suggest the market is currently overvalued. Forward price/earnings ratios available from Bloomberg and FactSet do look
relatively high. But we don’t know how far out the market is looking, and how much near-term earnings pain it has already pricedin and is willing to look through. Earnings over the 12-month period starting in 12 months could look a lot like 2019 earnings. “V”
shaped earnings recoveries are historically common, even in the absence of “V” shaped economic recoveries. Also, stocks are
long duration assets (perpetual securities as long as companies remain going concerns). With interest rates at historic lows, and
very near zero, what’s a reasonable valuation? The estimated forward 12-month dividend yield for the S&P 500 is about 3x higher
than the yield on U.S. 10-year Treasuries (2.03% vs 0.68% as of writing).
In my view, overvaluation was not a key factor in the February-March decline. Nasdaq 100 outperformance continues, which
suggests the market was not a “bubble looking for a pin” in February. The most “overvalued” stocks have continued to
outperform the broader market. That’s very different from the 2000 dotcom bust.
While recession bear markets tend to be bigger than the -34% S&P 500 peak to trough decline seen so far, it’s also the case that
markets tend to bottom before recessions end. And given the mandatory shutdown and current reopening timeline, this may be
a short recession (albeit deep). We could already be coming out of it in Q3.
Legitimate concerns center around a possible second wave, the specter of insolvencies, and the shape of the recovery in the real
economy. The outlook is mixed and highly uncertain. Currently, the market sees the glass half full. The dominant narrative that
fits right now is reopenings, commitment from the Fed, and a vaccine.
Nothing is obvious. We may still be in the midst of a bear market rally. I think it’s important to keep an open mind and consider a
wide range of possible outcomes from here. The outlook requires constant reassessment. And everyone needs to put probability
and reward-to-risk assessments into the context of their strategy, process, and time horizon.
-Nick Reece, CFA
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Additional Charts

S&P 500 Fibonacci Levels

S&P 500 2020 Drawdown and Fibonacci Levels

Source: © Merk Investments, Bloomberg

Analysis: So far, the relief rally has shown a 62% retracement of the drawdown from the Feb 19th high to March 23rd low.
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S&P 500 Underwater Chart

S&P 500 Index (upper panel) and drawdowns (lower panel)

Source: © Merk Investments, Bloomberg

Analysis: The drawdown as of 5/15/2020 is about 15%. So far, the depth at the low was similar to the 87 crash in terms of speed and magnitude,
but the 87 crash was not part of a recession. The dot-com bust was about a 50% S&P decline, and the GFC/Great Recession was about a 55%
decline. Recession bear markets going back to the mid 1920s were (from best to worst): -22%, -27%, -30%, -36%, -48%, -49%, -57%, -60%, 86%. The mean was -46%, the median was -48%, the central tendency was -27% to -60%.
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Hong Kong Flu of 1968 Analog

S&P 500 and underwater chart (lower panel) with Recession band

Source: © Merk Investments, Bloomberg

Analysis: The Hong Kong flu of 1968 killed about 100k Americans, most over 65 years old. It preceded (although not thought to have caused) a 36% recession
bear market. JP Morgan analysts bill that bear market as: "Tech Crash of 1970, Economic Overheating, and Civil Unrest” (1970 was the height of the Vietnam
protests). The key difference I think, is that there were not large-scale economic shutdowns in 1968. “The 1968 pandemic was caused by an influenza A (H3N2)
virus... It was first noted in the United States in September 1968. The estimated number of deaths was 1 million worldwide and about 100,000 in the United
States. Most excess deaths were in people 65 years and older.” – CDC https://www.cdc.gov/flu/pandemic-resources/1968-pandemic.html
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S&P 500 Forward P/E Ratio

The S&P 500 Forward P/E Ratio with average and +/- 1 and 2 Standard Deviation levels

Source: © Merk Investments, Bloomberg

Analysis: The current forward P/E looks high, but we saw a similar forward P/E spike off the 2009 lows. Also, stocks are long duration assets and
the market may be looking through the inevitable near-term earnings plunge. For the sake of argument, let’s say the subsequent 12 months
(after the next12 months) show an earnings increase of 30%, the multiple on 12-month earnings 12 months from now would be about 17.5x
(roughly in line with the 30-year average). On top of that, the risk free rate has never been lower.
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S&P 500 Price/Earnings Ratio vs U.S. 10yr Yield
U.S. Treasury 10yr Yield (inverted) and S&P 500 Price/Earnings Ratio

Source: © Merk Investments, Bloomberg

Analysis: The lower U.S. 10yr yield might justify a higher P/E ratio in the equity market.
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Earnings Recoveries Historically

S&P 500 Earnings and underwater chart (lower panel)

Source: © Merk Investments, Bloomberg

Analysis: “V” shaped earnings recoveries are historically common, even in the absence of “V” shaped economic recoveries. EPS peaked in Q2 2007,
bottomed in Q3 2009, and gained new highs in Q3 2011. Meanwhile, few would describe the post Great Recession period as a ”V” shaped economic
recovery. This might in part be due to shifting market cap weightings, the market will give weighting to areas were earnings growth is likely to
materialize. And recessions likely lower costs and increase margins for certain businesses. Of course the market itself moves quite independently of
earnings. There was a substantial earnings recession in early 1990s with no bear market.
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Stock Market and Earnings

S&P 500 Index (black) and S&P 500 12m Trailing Earnings (grey) w/ 3yr Rolling Correlation (lower panel)

Source: © Merk Investments, Bloomberg

Analysis: Logically and empirically there’s a relationship between stock prices and underlying earnings. Over the long term, earnings and the market rise together. But
it’s interesting to note that there’s actually very little correlation between concurrent earnings results and the stock market. The market can be down with earnings up
and vice versa. In 2018, the market was down with earnings up, and in 2019 the market was up with earnings down. Part of the explanation is likely that the market is
forward looking and trying to price-in earnings ahead of the actual results. But it’s hard to know how far out the market is looking and exactly what has already been
priced-in. Of note, there was a massive earnings recession in the first half of the 1990s with no bear market.
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Secular Bull and Bear Markets

S&P 500 Index (black) with shaded gray areas for secular bear markets

Source: © Merk Investments, Bloomberg

Analysis: Are we still in a secular bull market?? We might be.
From 11/29/1968-8/18/1982 the S&P traded sideways at 108. Similarly, from 3/24/2000-3/4/2013 the S&P 500 traded sideways at 1527. Both
are considered secular bear markets. Both periods represent 10+ year periods where the S&P went nowhere (dividends excluded). Subsequent
periods were/are considered secular bull markets.
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S&P 500 and “COVID19” Search Interest

S&P 500 Index and Google Trends “COVID19” Search Interest (inverted)

Source: © Merk Investments, Bloomberg

Analysis: This chart suggests that the market bottomed on peak coronavirus fear.
As the maxim goes: markets don’t bottom on good news.
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A Normal Correction is Down 5-15%

S&P 500 Index with minus 5-15% from the February high (grey shaded area)

Source: © Merk Investments, Bloomberg

Analysis: The February highs were probably due for a normal/healthy 5-15% correction even without the Covid19 shutdown. And in the past
couple weeks the market has been trading within down 15% from the February all-time highs. There have been a lot of cross currents at work in
the market since mid-February.
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U.S. Covid19 Deaths per Day

Source: © Merk Investments, Johns Hopkins, Bloomberg

Analysis: U.S. Covid19 deaths per day appears to have peaked in late April and the Johns Hopkins data on new confirmed cases suggests the
trend lower in deaths will continue. The economic recovery trajectory will depend on the reopening timeline and health risk management. Risk
of a second wave is a factor, either due to reduced social distancing or fall seasonality of the virus.
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U.S. Covid19 New Confirmed Cases per Day

Source: © Merk Investments, Johns Hopkins, Bloomberg
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Global Equity Market Breadth

Percent of International Equity Markets that are above their respective 200d Moving Averages

Source: © Merk Investments, Bloomberg

Analysis: All 23 international stock market indexes that I track are below their respective 200s MAs. In early 2009 the indicator moved from 0 to
100 quickly and represented the start of a major bull market.
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State Bond Spreads

New York and California 10yr Municipals bond Spread (above 10yr U.S. Treasury yield)

Source: © Merk Investments, Bloomberg

Analysis: The Covid19 shock raises many questions. One question is how states will do financially with reduced revenues and increased costs.
There is a debate about how much assistance the Federal government will provide to states. Note that sometimes the spread is negative due to
the favorable investor tax treatment of municipal bonds.
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“This Was a Bubble Looking for a Pin”?
Nasdaq 100 / S&P 500 Equally Weighted Index

Source: © Merk Investments, Bloomberg

Analysis: Some say this was a bubble looking for a pin. But market leadership continues (so far at least). Nasdaq 100 (e.g., Apple, Microsoft, and the
FANG names) continue to outperform the broader equally weighted market. This is does not seem to be a valuation led decline. In other words, we
don’t see former market leadership collapsing in the way we saw during the dotcom bust. Some analysts suggest we will see market leadership
underperform before the end of this bear market. As a side note, the big five now make up about 45% of the Nasdaq 100 weighting (Microsoft,
Apple, Amazon, Google, and Facebook). For now, the old winners are the new winners.
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FANG Index

Market Capitalization Weighted Index of Facebook, Amazon, Netflix, and Google: the “FANGs”

Source: © Merk Investments, Bloomberg

Analysis: The FANG Index reached new highs since the March lows.
(Merk may own securities mentioned. Past performance is no indication of future results. Not investment advice.)
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Value vs Growth

S&P 500 Value / S&P 500 Growth

Source: © Merk Investments, Bloomberg

Analysis: Value has been underperforming growth…
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The Value of Value

S&P 500 Valuation Metrics - S&P 500 Growth Valuation Metrics

Source: © Merk Investments, Bloomberg

Analysis: …but has value gotten any cheaper relative to growth?
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Industrial Commodities

Industrial Commodities Index and 52-week moving average

Source: © Merk Investments, Bloomberg

Analysis: The CRB Raw Industrial Commodities Index looks like it might be trying to bottom. In my view this index generally relates to economic
growth and risk assets. Notably, this index does not include energy. Raw Industrials: burlap, copper scrap, cotton, hides, lead scrap, print cloth,
rosin, rubber, steel scrap, tallow, tin, wool tops, and zinc.
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Equities vs. Fixed Income

U.S. Treasury 10yr Yield (grey) and S&P 500 Index Current Earnings Yield (black)

Source: © Merk Investments, Bloomberg

Analysis: Stocks appear cheap compared bonds. According to the so-called “Fed Model,” which compares the earnings yield on stocks to the
yield on a 10yr Treasury note, stocks appear to be relatively cheap as they offer a substantially higher yield.
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Equities vs. Fixed Income

U.S. Treasury 10yr Yield (grey) and S&P 500 Index Dividend Yield (black)

Source: © Merk Investments, Bloomberg

Analysis: The trailing 12-month dividend yield on the S&P 500 is over 3x higher than the US 10yr Treasury bond yield. Even with some expected
dividend cuts over the near term, stocks offer better cash flow to investors than Treasury bonds.
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World Equity Market Cap

Exchange traded world equity market cap (USD Trillions)

Source: © Merk Investments, Bloomberg

Analysis: World publicly listed equity market cap has fallen by about $20 trillion. The negative wealth effect alone will likely prolong economic
recovery. Once the COVID19 shutdown ends, it’s hard to think consumer spending will snap back to where it was in Jan-Feb 2020.
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S&P 500 and the U.S. High Yield Index

S&P 500 Index (black) and the U.S. High Yield Bond Index (grey)

Source: © Merk Investments, Bloomberg

Analysis: It’s often thought that the credit market leads the equity market. The U.S. high yield bond index has been trading closely
in line with the equity market in past few months. I’m keeping an eye out for any meaningful divergence.
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Prior Bubbles

Relative Performance of Subsectors: Tech and Homebuilders vs Equally Weighted S&P 500
Tech Bubble

Housing Bubble

Source: © Merk Investments, Bloomberg

Analysis: Are we in the early stages of anther tech bubble…?
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Twitter Poll

Second-level thinking

Source: Nick Reece, Twitter

Analysis: Inspired by the 2/3rds game, this was the best way I could think of to format something similar for Twitter. (When taking a Twitter poll you
don’t see the results until after you’ve voted). The idea is to think one iteration beyond others.
Like in markets, what other people think impacts the eventual outcome. It requires second-level thinking.
2 x 45% = 0.90; 3 x 55% = 1.65. So the 2s won.
One potential takeaway is that when you think you're in the contrarian minority you're probably in the consensus majority.
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Spot the Fake(s)

One Real and Three Fake Return Series

Source: © Merk Investments, R Studio, Bloomberg

Analysis: This relates to my opening quotes. The market is riskier than standard deviation metrics assume because of fat tails. All four of the above return
series have a measured annualized standard deviation between 17% and 17.5%. One is an actual 30-year period of daily returns for the S&P 500, and three
are Monte Carlo simulations: one made with a bell curve normal distribution model, and two made with a Markov Switching Multifractal model. In real-world
markets we observe the presence of fat-tails and volatility clusters (this coronavirus crisis one of those times). In other words, there are far more high standard
deviation moves (outliers) than what is modeled in a normal bell curve, and the outliers tend to cluster. The multifractal model used above comes from Benoit
Mandelbrot’s students Calvet and Fisher.
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Percentage of U.S. Equity Funds that Underperform their Benchmark
Based on SPIVA* U.S. Score Card (*S&P Indices vs Active) as of Year-End 2018

Fund Category

Comparison Index

All Large Cap Funds

S&P 500

1-Year

3-Years

5-Years

10-Years

15-Years

64%

79%

82%

85%

92%

Source: S&P Dow Jones Indices, © Merk Investments LLC

Analysis: Over the last 15 years only 8% of large cap equity funds outperformed their benchmark. The above data reminds me of the apt maxim:
“In the world of investing, being average means you’re one of the best students in the class.”
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