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The decades follow one another, but they are not alike: so where should 
we invest? 

 

There is a lot of uncertainty hanging over the markets right now. The American executive takes 
pleasure in disrupting everything they can, economically, politically and culturally. But in the end, 
there is nothing new about this uncertainty; The future is always unknown to us and the past is in no 
way a guarantee of the future. So where should we invest when faced with unpredictable markets?  

The first part of the answer is: just about everywhere. Diversification across a wide range of asset 
classes and stock market segments always help us to avoid the worst, and to participate, at least to 
some extent, in the performance of the best-performing markets.  

The second part of the answer is to be able to position yourself in the asset classes and stock market 
segments that offer the best performance. The problem is that markets are terribly unpredictable and 
choosing investments based on scenarios and forecasts inevitably leads to failure.  

The solution we have chosen is to let the markets show us the way. Using relative performance 
studies, our asset class rotation baskets position themselves where the money seems to be going 
over a period of several months. The basic principle is that asset classes that demonstrate 
outperformance relative to other markets tend to maintain that outperformance over the medium 
term. The composition of the portfolio is reviewed monthly, in a trial-and-error exercise aimed at 
catching heavy trends, like a surfer who has caught a good wave. We do not attempt to predict how 
long a position will hold. Some only last 2 or 3 months when the wave is not very promising. Other 
positions can last for several years, as was the case with our recent position in the S&P500 that we 
held for two years. It is only after the fact that we can see that a position has been able to earn its 
place consecutively over many months. 

 

 

 



 

 

 

Indeed, the decades follow one another but are rarely alike. The S&P 500 has performed very well 
since 2010 (Tables II and III on the next page), posting returns of 15.77%¹ from 2010 to 2020 and 
17.04%² from 2020 to 2025. The decade 2000-2010 (Table I) was very growth stocks, which posted 
the worst performance of all asset classes with a negative annual return of -3.55%³. What will the 
situation be like for the next 10 years? Will the current weakness in the US index continue? No one 
knows. But history tells us that a rotation portfolio would have been invested only 2.70% of the time 
in it from 2000 to 2010, or a total of two months, and would have been invested in the best-performing 
asset classes such as real estate, gold, emerging markets and Canadian equities.  

The potential results of the method are illustrated by the Rotation point to the right of the graphs, the 
results⁴ of which are generated using a simple simulation for illustrative purposes. The dot is to the 
right of the chart, as the holding period of the portfolio can be seen as being 100% (not always the 
same positions, but the portfolio is still invested). Regardless of the decade, and regardless of the 
relative performance of the different markets over the period, the rotation approach produces a 
stable return over time and compares favorably to all asset classes. 

Which asset classes and market segments will we be most invested in over the next 10 years? Which 
ones will be the least present? We will be able to tell you in 10 years. 
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¹Bloomberg – 2010-2020 

² Bloomberg – 2020-2025 

³ Bloomberg – 2000-2010 
⁴ Sigma Management – Croesus NBF and Thompson NBF 2000 à 2024 
 
 

 



 

 

 
National Bank Financial Wealth Management (NBFM) is a division of National Bank Financial Inc. (NBF) and is a trademark owned by National Bank of Canada (NBC) and used 

under license by NBF. NBF is a member of the Investment Regulatory Organization of Canada (CIRO) and the Canadian Investor Protection Fund (CIPF) and is a wholly-owned 

subsidiary of NBC, which is a public company listed on the Toronto Stock Exchange (NA: TSX). 

I have written this report to the best of my judgement and professional experience to provide you with my views on various investment solutions and considerations. The views 

expressed herein, which represent my informed opinion and not a research analysis, do not necessarily reflect those of NBF. 
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