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Would you like to not worry about these questions?

"What investing style should I use?"

"Which shares should I buy?"

“Is the bull market ending?"

"Time to buy gold?"

“This bond bubble, when will it burst?”

“Will interest rates go up - and what will it do to the share market?

" How can I keep my fees low?
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Large draw-downs will happen 
several times in your life with Buy and Hold

The secular and cyclical bear markets:
 

?

Secular bear 
markets typically 
17-20 years in 
length

Secular bear 
market 
2000-201...
Has it 
finished?
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Note the size of the bear markets
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   Recovery from capital loss.

      If you are down 50% you need to gain 100% just to break even.

   The average bull market gains 155% !!!

  % Loss of Capital Gain required to break 
even

5% 5.3%

10% 11.1%

20% 25%

40% 66.7%

50% 100%

60% 150%
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My definition of a truly useful 'lazy portfolio'

1.  Lazy: Requires little monitoring, ideally only once or twice a year

2.  Mechanical: Non-discretionary, very simple rules

3.  Safe: Maximum monthly draw-downs in single digits

4.  Rewarding: Average annual gains similar or better than the overall market, 
preferably with high consistency in returns year to year

5.  Diversified: Using minimum number of holdings 

6.  Cheap: Low transaction costs 

    None of the published methods achieve all these, 
 so I am developing better methods.
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Contents of presentation

1. Comparison of several Lazy Portfolio performances 
(USA data but indicative of likely UK equivalents)

2. Introducing 4 low draw-down UK portfolios
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Disclaimer

The financial literature may contain conflicting performance data for each 
investment strategy.

Whenever possible, data has been made comparable by using the same 
back-testing package, available at PortfolioVisualiser.com

However, that system has limitations. Some back-tests had to be done 
manually. The slides note this. 
I cannot guarantee the data is strictly comparable with that obtained 
through PortfolioVisualiser.

Future results cannot be guaranteed to be similar to historical results.
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Portfolio Visualiser website
https://www.portfoliovisualizer.com/

Many of the back-tests have used the above website 
backtest facility.

Please note their comment on accuracy of historical data:
"Historical data for annual asset class returns is not 
100% reliable and authoritative sources often differ on 
exact returns for a particular investment. Typical 
differences for historical asset class returns based on the 
data source are below 50 basis points."
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Lazy Portfolios compared

60:40 Shares:Bonds
Bill Bernstein No Brainer
David Swenson Yale Portfolio
Mebane Faber Ivy Portfolio
Bill Schultheis Coffee House 
Harry Browne's Permanent Portfolio

    Note that most contain three broad asset
 categories: stocks, bonds, and real assets. 
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The classic
60% equities, 40% bonds

    Eoin Treacy, June 10, 2016

"The risk of litigation for financial advisors means the 
majority of investors are presented with what might be 
described as a plain vanilla 60/40 bonds to equities 
blend for their portfolios. Depending on whether the 
investor is categorised as conservative or risk tolerant 
that basic formula might be altered somewhat but the 
long-term nature of the strategy means the majority of 
clients will be invested in the model portfolio. I saw this 
first hand when I was at Bloomberg in the early 2000s."
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The 60:40 portfolio (USA)
CAGR 10.6%; worst year -13.2%
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The 60:40 portfolio (USA)
CAGR 10.6%; worst year -13.2%
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Bill Bernstein No Brainer (USA)
CAGR 10.0%; worst year -28.0%
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David Swensen Yale Portfolio (USA)
CAGR 10.5%; worst year -24.4%
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Mebane Faber Ivy Portfolio (USA)
CAGR 9.73%; worst year -31.29%
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Bill Schultheis Coffee House (USA)
CAGR 9.7%; worst year -20.2%
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Harry Browne's Permanent Portfolio (USA) 
CAGR 30 yrs, 7.36%; worst year -2.98%
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Permanent Portfolio USA
capital growth curve
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Permanent Portfolio USA 
Annual returns 1985-2015.

Only 5 (small) losses in 30 years
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Published data for USA 
Permanent Portfolio performance

(N.B. Differs slightly from PV calculations)
http://www.myplaniq.com/articles/20160126-portfolio-management-long-term-harry-brownes-permanent-portfolio-performance/

...but angst 
over recent 
performance

Very small drawdowns
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In the USA there is a 
'Permanent Portfolio' listed fund (PRPFX)

Assets held are only loosely 
based on the original PP.

Performance vs S&P 500 since 
1980s-90s: Under-performed 
2000-2010: Out-performed
2001-2015: Under-performed

Performance:
Flat over past 5 years

PRPFX:    6.04%. DD -13.09%
PermPort:7.49%. DD -2.98%
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Permanent Portfolio 
UK performance

• There is no listed PP fund in the UK for 
investors in £££.

• Performance figures have been published

• The PP in £££ and UK assets has 
performed as well as in USA, possibly better.
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Published data for hypothetical 
UK Permanent Portfolio

Phil Oakley, MoneyWeek 10/9/2013
http://moneyweek.com/build-a-buy-and-forget-portfolio/
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Backtest of UK PP
- using FTSE 250 instead of FTSE 100

Why use FTSE 250?
Because FTSE 250 has out-performed FTSE 100
And FTSE is more representative of the UK economy

Data:
FTSE 250 started in 1992 but data is available back to January 1986

FTSE 250 has massively out-performed the FTSE 100 over past 30 years
                                           

       Since 1986 
FTSE 100 has increased 367% 
FTSE 250 has increased 1052%.
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Data from FTSE.com
shows out-performance of FTSE 250 (red line)

compared with FTSE 100, FTSE All Share 
and FTSE 350
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UK Permanent Portfolio
with FTSE 250, not FTSE 100

Note the very low 'worst year' figures

2011-2015

Years CAGR Worst year

3.2% -0.7% (2013) 1.9%

1986-2015 8.1%
  -3.7% (1990)

Only 3 losing years in 
30 (-2.2, -3.7, -0.7)

2006-2015 6.8% -0.7% (2013)

Real 
return
(% gain 
above 

inflation)

5.0%

5.1%

Same drop in performance as USA PP
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How to implement an 
International Permanent Portfolio

Beats the market, and 60:40, with lower volatilty!

http://www.telegraph.co.uk/investing/shares/investment-strategies-
compared---which-offers-the-highest-15-yea/
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 Details
25pc global shares, 25pc gold, 25pc bonds, 25pc cash

Aviva International Index tracker: 25%; S&P GSCI Gold Spot: 25%; 
Scottish Widows Overseas Fixed Interest tracker: 25%; cash on deposit: 25%

Best overall. At 15-years, it had outperformed the aggressive equity portfolio by more than 30%.
• In the early 2000s, while the other three portfolios fell, it avoided losses and then delivered strong, steady 

growth from 2005 to 2013, taking a huge lead. The other three caught up substantially in 2013 and 2014 
however as the 25pc split portfolio fell, but it accelerated ahead again during 2016’s turmoil.

• Over 15 years it had the second highest maximum gain, the smallest maximum drawdown (the loss that 
would be suffered buying at the highest point and selling at the lowest) and the lowest volatility score.
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What did we learn?

60:40 portfolio looks as good as all the complicated systems.
- 60:40 disadvantage? It's drawdowns are still quite high.

The Permanent Portfolio may be teaching us how to reduce drawdowns
- PP advantage: drawdowns are by far the lowest due largely to gold.
- PP disadvantage: average returns are still quite low
- PP disadvantage: low dividend payouts with 25% cash and 25% gold

What happens if we combine these, by adding gold to the 60:40 portfolio
- back-testing indicates that simply moving 20% from equities to gold 
gives lower dawdowns.
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Assets in classic 60:40 versus 40:40:20 
backtest (USA data)
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60:40 versus 40:40:20 backtest
40:40:20 gives slightly lower returns, 

but much smaller drawdowns. (USA data).
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Capital Growth curve
60:40 versus 40:40:20

(USA data, 30 years)

60:40

40:40:20

CAGR Worst 
year

60:40 10.6% -13.22%

40:40:20 9.36% -4.82%
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Can it be improved even more?

How about using the seasonal effect ('sell in May')?

Many publications indicate its use improves returns
and lowers drawdowns.

- costly to implement in large portfolios, may erode the 
advantages, but not a problem with just 2 or 3 holdings.

Welcome to the 'Seasonal Portfolios'.
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Contents of presentation

1. Comparison of several Lazy Portfolio performances 

2. Introducing 4 low draw-down portfolios
UK data from now onwards
i)   Seasonal FTSE 250
ii)  60:40 Equities:Bonds + 'sell in May'
iii) 40:40:20 Equities:Bonds:Gold + 'sell in May'

    iv)  25:25:25:25 Equities:Bonds:Gold:Cash
(Permanent Portfolio UK)
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            Seasonal Portfolios
  Key features

1.  Capitalise on the well-known seasonal effect 'sell in May'

• Increases returns AND reduces drawdowns.

• Is it real or just data mining?

   "Across the 37 markets studied, the outperformance in the winter 
months was about 10 percentage points higher than in the 
summer months” and “exists in three out of four years and does 
not depend on specific industries, countries, or months".

Joachim Klement

2. During the historically weak summer season, equities are sold and 
proceeds held as cash ie sell FTSE 250 tracker / fund on April 30 and 
repurchase on November 1 each year. 

3. Totally non-discretionary, mechanical, no subjective views of the market.
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Seasonal Portfolio 1 
FTSE 250 alone (total return, includes dividends)

Sell end April, repurchase Nov 1 each year

Years
CAGR

(Cumulative 
Annual Growth 

Rate)

Worst year

For comparison
FTSE 250 'buy and hold'

(no 'sell in May')

1986-2015

2006-2015

2011-2015

11.7%

10.0%

10.6%

-38.2%

-38.2%

-10.1%

FTSE 250 
'sell in May'

1986-2015

2006-2015

2011-2015

12.1%

11.3%

10.2%

-9.5%

-2.3%

no losses
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FTSE 250 'sell in May' capital growth curve 
vs FTSE 250 buy and hold, from 1986
(Modelled on Portfolio Visualiser software)

Sell in May

Buy & Hold
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Seasonal Portfolio 2 
60% FTSE 250, 40% gilts

'Sell in May' and move FTSE250 60% to cash until October 31

2011-2015

Years CAGR Worst year

10.1% no losses 7.5%

1986-2015 11.2%

 
 -5.9% 

(Only  2 losing years in 
30, 1990, 1994)

2006-2015 9.6% no losses

Real return
(% gain above 

inflation)

8%

6.7%

1996-2015 10.5% no losses 7.8%

1986-2015
('Buy and Hold'
benchmark)*
*annual rebalancing

11.3% -18.1% 8.1%
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Seasonal Portfolio 2 
60% FTSE 250, 40% gilts

'Sell in May' and move FTSE250 60% to gilts until October 31

2011-2015

Years CAGR Worst year

12.1% no losses 9.5%

1986-2015 13.2%

 
 -3.9% 

(Only  2 losing years in 
30, 1990, 1994)

2006-2015 11.6% no losses

Real return
(% gain above 

inflation)

10%

8.7%

1996-2015 12.5% no losses 9.8%

1986-2015
('Buy and Hold'
benchmark)*
*annual rebalancing

11.3% -18.1% 8.1%



41

Seasonal Portfolio 2 
60% FTSE 250, 40% gilts

'Sell in May' and move FTSE250 60% to gilts until October 31

2011-2015

Years CAGR Worst year

12.1% no losses 9.5%

1986-2015 13.2%

 
 -3.9% 

(Only  2 losing years 
in 30, 1990, 1994)

2006-2015 11.6% no losses

Real return
(% gain above 

inflation)

10%

8.7%

1996-2015 12.5% no losses 9.8%

1986-2015
('Buy and 
Hold'
benchmark)*
*annual rebalancing

11.3% -18.1%
(5 losing years)

8.1%

Key message
Seasonal 'sell in May' 
version of the classic 

60:40 portfolio
gives double 

digit returns with
only 1/3 the drawdown
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Seasonal Portfolio 2 
60% FTSE 250, 40% gilts

'Sell in May' and move FTSE250 60% to gilts until October 31

2011-2015

Years CAGR Worst year

12.1% no losses 9.5%

1986-2015 11.2%

 
 -5.9% 

(Only  2 losing years 
in 30, 1990, 1994)

2006-2015 11.6% no losses

Real return
(% gain above 

inflation)

10%

8.7%

1996-2015 12.5% no losses 9.8%

1986-2015
('Buy and 
Hold'
benchmark)*
*annual rebalancing

11.3% -18.1%
(5 losing years)

8.1%
Key message

Retirees could 
withdraw >4% 

and grow capital 
in real terms.
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Seasonal Portfolio 3
40% FTSE 250, 40% gilts, 20% gold

'Sell in May' and move FTSE250 40% to cash until October 31

2011-2015

Years
CAGR

Worst year

7.3% -2.0% (2013) 4.8%

1986-2015 9.7%   -7.7% (1990)

2006-2015 9.5% -2.0% (2013)

Real return
(% gain 
above 

inflation)

6.6%

6.7%

1996-2015 9.5% -2.0% (2013) 6.6%
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Seasonal Portfolio 3
40% FTSE 250, 40% gilts, 20% gold

'Sell in May' and move FTSE250 40% to gilts until October 31

2011-2015

Years
CAGR

Worst year

9.3% no losses 6.8%

1986-2015 11.7%   -5.7% (1990)

2006-2015 11.5% no losses

Real return
(% gain 
above 

inflation)

8.6%

8.7%

1996-2015 11.5% no losses 8.6%
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If you want to boost it even more!!!
Gold Royalty company FNV has gone up 

while gold was in 2012-15 bear phase
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Comparison of the UK 'lazy portfolios'
CAGR = Cumulative Annual Gain Rate

Portfolio
1986-2015

CAGR
Worst year

1996-2015
CAGR  

Worst year

2006-2015
CAGR

Worst year

Number
of assets

held

1

2

3

Seasonal Portfolio 1 
100% FTSE 250 

'sell in May'

12.1%  
-9.5%

11.8% 
-3.6%

11.3% 
-2.3%

Seasonal Portfolio 3
40% FTSE250: 40% Bonds: 

20% Gold

11.7%  
-5.7%

11.5%  
no losses in 20 yrs

11.5%    
no losses in 10 yrs

Permanent Portfolio UK
25% FTSE250: 25% Bonds: 

25% Gold: 25% Cash

8.1%    
-3.7%

5%   
-0.7%

6.8%    
-0.7%

2011-2015
CAGR  

Worst year

10.2%
no losses in 5yrs

3.2%   
-0.7%

4

9.3%    
no losses in 5yrs

Seasonal Portfolio 2 
60% FTSE250: 40% Bonds

('Seasonal 60:40')

(vs no 'Sell in May')

11.2%  
-5.9%
2 losses in 30 yrs

 11.3%  
-18.1%

12.5%
no losses in 20 yrs

11.6%
no losses in 10 yrs

9.47% 
-18.1%

12.1%
no losses in 5yrs
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Warning: Be very wary of what you read 
about performance of portfolios.

Fees can be more important.
Quote from Mebane Faber book 'Global Asset Allocation'.

Key point: Lazy portfolios minimise fees
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Conclusions

Seasonal Portfolios look attractive for retirement (and before).

- low effort; attention required only twice a year
- can beat the market
- double digit average returns are possible
- low volatility
- low fees
- beat inflation by several %
- in retirement may allow withdrawal of 4-5% 
and growth of capital invested to stay ahead of inflation

Past performance is no guarantee for the future, 
but I am using the seasonal effect!
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                    Q & A
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Seasonal portfolios
Performance during the Brexit shock


