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TOPICS

➢ BACKGROUND

➢ OUTLOOK

➢ ETF OPPORTUNITES

2



BACKGROUND - RETURN & INDICATORS OF RISK 3

Source: (1) SumGrowth -  Sector Surfer – S.Juds

             (2) The Markowitz MPT – Modern Portfolio Theory &  “The Efficient Frontier” Risk typically expressed at Standard Deviation

             (3)  Risk Free can be Money Market Rates or 2 month Tbills, in some cases this is an asset specific benchmark.

The “Efficient Frontier”

ETFS  vs The 7 Faces of Risk(1)
1. Single Stock   

2. Market Volatility               

3. Bear Market Crash

4. Momentum Loss

5. Back Test Deception (vs the Swan)

6. Strategy Hired / Fired Late

7. Savings Wont be Sufficient

Risk Measurement (2)

MPT – Modern Portfolio Theory 
– Standard Deviation as Risk (1952, Nobel 1990) 

 - Assumes Rational Correlations

Prospect Theory **
- Sharpe Ratio  (79) = Return(Portfolio – RFR (3))

                                            / (Portfolio Stdev)

- Sortino Ratio (94)= Return (Portfolio – RFR(3))

                                    /(Portfolio Downside Stdev)

- Treynor Ratio ( ) =  Return (Portfolio – Benchmark)/

                                    / (Portfolio Beta)



BACKGROUND – A GOOD ASSET MIX4

➢Basic Asset Mix (4) Equities

Debt  - Fixed Income

Gold, Real Estate

➢Intermediate Mix (7) Equities LC, MC, SC

Fixed Income  - Govt & Corp Bonds

Gold, Real Estate

Source:  AAII Ret Sig 01/11/24



BACKGROUND – A BETTER ASSET MIX5

Source:  AAII Ret Sig 01/11/24

➢Large cap domestic equities

➢Small & Mid domestic equities

➢Developed Intl market equities

➢Private market equities

➢Emerging market equities

➢High quality bonds or Annuities

➢High yield bonds

➢Foreign & EM bonds

➢TIPS

➢Private market bonds

➢Cash

➢Real estate

➢Natural resources

➢Commodities

➢Market neutral funds



6 OUTLOOK - LEI – NOV YTD LEADING ECONOMIC INDEX 

Source: Conference Board 12/21/23 for November 2022 to 2023



OULOOK – 10 YEAR RATE OUTLOOK -VARIATION7

Source: Apollo Chief Economist, Bloomberg

Stdev of 10 yr

Rate Forecasts from;
USBS

Citigroup

HSBC Holdings

Wells Fargo

UTEP

RBC Financial

Natixis SA

Naroff Econ Advisors

Mort Bank Assn

MacroFin Analysis

Kasikornbank PCL

ING Groep NV

First Trust Ad

Fannie May

Desjardins Securities

Dai-ichi Life Res.

Commerzbank

Action Economics

ABN Amro

Bank of Montreal

TD Securities

Nomura

Barclays

Goldman Sachs

BoAmerica

Hamburg Com Bank AG



8 OUTLOOK - FEDERAL NET DEBT – CUM DEFICIT

Source: CBO Congressional Budget Office w Baseline Forecast 1040 to 2033

Cum Deficit 

Percent

Of GDP

Year Since 1940 ->

4% YEAR GDP

“GROWTH”

           = 

4% EARNINGS

  “GROWTH” %



OUTLOOK S&P 500 – REVENUE & EARNINGS9

Source:Yardeni Research, LSEG Datastream



10 OUTLOOK – LIQUIDITY FISCAL VS MONETARY IMPACT

May

Break+

Dec

Break +



11 OUTLOOK – TREASURY BID–TO–COVER DECLINE

Source: Bloomberg,  Apollo Chief Economist, FED



12 SENTIMENT OUTLOOK – BULLISH 7 WEEKS

Source: Barrons, Delta Market Sentiment



OUTLOOK - MAGNIFICENT 7 MARKET CAP 13

SOURCE:  Bloomberg, T Slok at Apollo Economics



OPPORTUNITIES – ETF TYPES14

Source: State Street Impact Report 2023



15

Source: Morningstar,  AAII.com, 

OPPORTUNITY – DEFINE BEST 5 RETURN (1Y, 3Y) / RISK 

Designation    Constituents

ASSETS GROUPS   11+

CATEGORIES /    >100

           INDEXES    >900

ETFS        3200+

Market Cap     > $7 t

RISK – SURROGATE INDEXES and METRICS



OPPORTUNITIES – EQUITIES, INDICES RETURNS 2023, RISK?16

Source: FactSet, MSCI, Lipper, HFR, Goldman Sachs, Delta Investments              



AAII & MSTAR – ETF RISK DEFINITIONS (1ST PASS)17

Source:AAII, Risk Definitions and Rating Conventions, Morningstar



18

Source: Morningstar,  AAII.com, 

ASSET GROUPS – RETURN / AAII “RISK INDEX” 



19 ETF INDEXES – RETURN W AAII RISK INDEX 

Source:  AAII.com



BASELINE – S&P 500 IDX: $SPX20

$SPX -2023

 Jan 08 -  4,800

 

50 dma   4,650

200 dma  4,380

$SPX - 2023

S&P 500

Source: StockCharts.com
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21 GROUP – EQUITY SECTORS RETURN / ~ RISK INDEX 

Source:  AAII.com, Classic 11 – ex MLPS, Infrastructure, Natural Resources, Precious Metals, Miscellaneous



CATEGORY – TECHNOLOGY, IDX: DOW JONES INDUSTRIAL GRPS22

$DJUSSC -2023

– Semi Conductors

 Jan 08 -  11,281

50 dma   10,407

200 DMA 9,400

$DJUSSC -2023

Semiconductors

Source: StockCharts.com
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q3 churn



ETF CATEGORY – TECHNOLOGY, IDX: MSTAR US TECH > $100M23



CATEGORY – TECH - SEMICONDUCTOR BIG 10 / SMALL 10 COS24

Source: StockCharts.com



CATEGORY – COMM SERVICE, IDX: DJ INDUSTRIAL GROUPS25

$DJUSNS -2023

– Internet

 Jan 08 -  3,472

50 dma   3,316

200 DMA 3.048

$DJUSNS -2023

INTERNET

Source: StockCharts.com

3,050 s
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q1,q2 channel+



2023 EQUITY – COMM SERVICES IDX: MSTAR US COMM26



CATEGORY – COMM SERVICES INTERNET BIG 10 / SMALL 1027

Source: StockCharts.com



CATEGORY –FINANCIALS, IDX: DJ INDUSTRIAL GROUPS28

$DJUISP -2023

– Prop & Casualty Ins

 Jan 08 -  1,439

50 dma   1,392

200 DMA 1290

$DJUISP -2023

Prop & Casualty Ins

Source: StockCharts.com
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2023 SECTOR EQUITY – FINANCE, IDX: MSTAR & S&P FIN29



CATEGORY – FIN P&C BIG 10 / SMALL 1030

Source: StockCharts.com



CATEGORY – ENERGY, IDX: DJ INDUSTRIAL GROUPS31

$DJUSPL -2023

– Pipelines

 Jan 08 -  712

50 dma   707

200 DMA 673

$DJUSPL -2023

Pipelines

Source: StockCharts.com
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2023 SECTOR EQUITY – ENERGY MLP, IDX: MSTAR MLP32



2023 SECTOR EQUITY – ENERGY, IDX: MSTAR US ENERGY33



2023 SECTOR EQUITY – CONS DISC, IDX:MSTAR US CONS CYCL34



CATEGORY – CONS DISC SERVICES BIG 10 / SMALL 1035

Source: StockCharts.com



CATEGORY – CONS DEFENSIVE / STAPLES, IDX: DJIG36

$DJUSFD -2023

– Food Wholesale Retail

 Jan 08 -  918

50 dma   873

200 DMA 842

$DJUSFD -2023

Food Wholesale

Source: StockCharts.com
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2023 SECTOR EQUITY – CONS DEF., IDX: S&P1500 CONS STAPLE37



CATEGORY – CONS DEFENSIVE BIG 10 / SMALL 1038

Source: StockCharts.com



2023 FIXED INC. – BANK LOANS, IDX:MSTAR LSTA US39



OPPORTUNITIES – EQUITIES, INDICES RETURNS 2023, RISK?40

Source: FactSet, MSCI, Lipper, HFR, Goldman Sachs, Delta Investments              



2023 US EQUITY – LARGE GROWTH, IDX:RUSSELL 1K GR41



2023 US EQUITY – LARGE GROWTH, IDX: MSTAR US42



2023 US EQUITY – LARGE BLEND, IDX: SEVERAL43



2023 US EQUITY – LARGE VALUE, IDX:MSTAR & R 1K VAL44



2023 US EQUITY – MID CAP GR-BL-VAL, IDX: SEVERAL45



2023 US EQUITY – SMALL CAP GR-BL-VAL, IDX: SEVERAL46
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➢ BACKGROUND

➢ OUTLOOK

➢ ETF OPPORTUNITES
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DEFINITIONS48

Category – A category is a way to group investments based on similar risk, return, and behavior profiles. 

nvestments can be categorized by several factors: sector exposure, geographic region, or asset allocation, to 

name a few. Morningstar categorizes investments using the Morningstar Category.

Different investment categories behave differently. 

Beta – A measure of a stock’s volatility relative to the market as represented by a benchmark (usually the S&P 

500). The beta of the benchmark is 1.00, so a stock with a beta of 1.10 has been 10% more volatile than the 

market. 

R^2 - R-squared measures the relationship between a portfolio and its benchmark index, expressed as a 

percentage

Risk - A variety of factors can cause investment risk: political instability, market conditions, or public 

perception. Investment risk is often correlated with investment returns. For example, U.S. treasury bonds are 

one of the safest investments, and they generally offer low returns. Many individual stocks are quite risky, but 

some can generate high returns. Investors should gauge their risk tolerance and decide which investments 

can give them the most return with the least amount of risk. The most common measure for investment risk is 

standard deviation. Risk-adjusted return is measured by metrics like the Sharpe ratio or Treynor ratio.



DEFINITIONS49

A z-statistic, or z-score, measures relative discounts and relative premiums for closed-end funds.

Sectors - A sector is a segmented portion of the stock market that organizes companies by their operating business activities. 

A few examples include technology, healthcare, and energy.

The most common sectors are those listed in the Global Industry Classification Standard, or GICS. GICS has 11 distinct 

categories: energy, information technology, healthcare, real estate, materials, industrials, consumer discretionary, utilities, 

consumer staples, financial services, and communication services.

Morningstar uses the same 11 sectors listed by the GICS but also groups sectors together into broader categories based on 

how sensitive they are to changes in the economic cycle. The healthcare, consumer defensive, and utilities sectors comprise 

the defensive super sector, while communication services, energy, industrials, and technology sectors make up the sensitive 

super sector. Basic materials, consumer cyclical, financial services, and real estate form the cyclical super sector.

Industry - An industry is a category within a sector, which is a broad business category.

For example, Pfizer PFE and Walgreen’s WBA are both healthcare companies. However, the former is in the drug-

manufacturing industry while the latter is in the healthcare retail industry.

Different research providers may classify sectors and industries in different ways, so you may see variations in how they're 

represented.



DEFINITIONS50

A z-statistic, or z-score, measures relative discounts and relative premiums for closed-end funds.

Sectors - A sector is a segmented portion of the stock market that organizes companies by their operating business activities. 

A few examples include technology, healthcare, and energy.

The most common sectors are those listed in the Global Industry Classification Standard, or GICS. GICS has 11 distinct 

categories: energy, information technology, healthcare, real estate, materials, industrials, consumer discretionary, utilities, 

consumer staples, financial services, and communication services.

Morningstar uses the same 11 sectors listed by the GICS but also groups sectors together into broader categories based on 

how sensitive they are to changes in the economic cycle. The healthcare, consumer defensive, and utilities sectors comprise 

the defensive super sector, while communication services, energy, industrials, and technology sectors make up the sensitive 

super sector. Basic materials, consumer cyclical, financial services, and real estate form the cyclical super sector.

Industry - An industry is a category within a sector, which is a broad business category.

For example, Pfizer PFE and Walgreen’s WBA are both healthcare companies. However, the former is in the drug-

manufacturing industry while the latter is in the healthcare retail industry.

Different research providers may classify sectors and industries in different ways, so you may see variations in how they're 

represented.



DEFINITIONS51

Sharp Ratio - The Sharpe ratio compares an investment's excess return over a benchmark to the standard deviation of returns. 

The higher the Sharpe ratio, the better the investment's historical risk-adjusted performance.

Sortino Ratio – Like the Sharpe ratio compares an investment's excess return over a benchmark to the standard deviation of 

returns. However, the Sortino ration only measures the negative returns during the year or specified time period.

Treynor Ratio – Like the Sharpe ratio but denominator is beta.

Mstar – Gold Silver Bronze – Represent investments with the best future performance prospects.

Mstar – 5star – Tip 10% of funds with best (ex post) risk adjusted returns. 4 start top 32%, 3 star top 67%
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