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MY INITIAL YEARS INVESTING

Formative Moments for John Ellison
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GENERAL ELECTRIC (GE) AND THE FINANCIAL CRISIS

Largest Company in the World: 
$40/share and $425B Market Cap

Not the Largest Company Anymore:
$6/share and $75B Market Cap

Source: Norgate Premium Data, AmiBroker, RQA
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A VALUE TRADE ALL MY OWN - OCEAN FREIGHT (OCNF)

Bought here…$5

Sold at $2.50

FV Est.:
$15/share

DryShips acquires 
OCNF for $19.85

Source: Norgate Premium Data, AmiBroker, RQA
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FAMOUS QUOTES THAT RING TRUE

“It ain’t what you don’t know that gets you into trouble.  It’s what you know 

for sure that just ain’t so.”  

(Mark Twain)

“Markets can remain irrational longer than you can remain solvent.” 

(John Maynard Keynes)

“Everyone has a plan until they get punched in the mouth.” 

(Mike Tyson)
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WHAT DID I LEARN

• Bumpy Ride = Unpleasant Experience  

• Stocks can be a super bumpy ride

• Over-estimated my tolerance for risk and downside  

• Needed better consistency & confidence

• Needed better diversification

• Needed better risk management
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“I can handle a 30% decline in my account.”

EVEN 60/40 HAS ITS PROBLEMS

“I’m worried about the economy and my job, so let’s move to cash.”“I’m going to wait until things settle out.”

Source: Norgate Premium Data, Global Financial Data, RQA

“This time is different...”
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NEED FOR MORE CONSISTENCY & CONFIDENCE

Source: Morningstar Direct, Bloomberg, DALBAR, Darnall Sikes, RQA
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• Investing outcomes that meet or exceed our goals

• A journey that we can stick with – and not get shaken off

“The first rule of compounding:  Never interrupt it unnecessarily.” 

– Charlie Munger

WHAT ARE WE TRYING TO ACHIEVE

• Make our portfolios robust and anti-fragile

• Use time-tested methods - gain confidence through evidence

• Narrow our expected range of potential outcomes
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30-YEAR MONTE CARLO:  STOCKS ONLY

$108M

$6.8M

$340K

Source: Norgate Premium Data, Global Financial Data, RQA
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30-YEAR MONTE CARLO:  STOCKS & BONDS 

$45M

$8.9M

$1.5M

Source: Norgate Premium Data, Global Financial Data, RQA
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IS THERE A BETTER WAY?

The Endowment Approach: 

“All-Weather” Investing That Beats 

Benchmarks
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ENDOWMENT OUTPERFORMANCE

Source: NACUBO Historic Endowment Study Data, Norgate Premium Data, Global Financial Data, RQA

Large Endowments Global 60/40

Annual Return 8.3% 4.6%

Volatility 11.9% 9.5%

MaxDD -20.5% -20.3%

Sharpe Ratio 0.70                           0.48                                    
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INVESTING LIKE AN ENDOWMENT

How Do They Do This?
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Capital EfficiencyDynamic Positioning

Factor TiltsTrue Diversifiers

Global Beta
(Stocks & Bonds)

Enhance Risk Management Enhance Expected Returns

FOUR PRIMARY TOOLS
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TAKING DIVERSIFICATION SERIOUSLY

True Diversifiers

Dynamic Positioning

Factor Tilts

Capital Efficiency

Global Beta
(Stocks & Bonds)

Enhance Risk Management Enhance Expected Returns
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AVERAGE ALLOCATION OF LARGE ENDOWMENTS

Source: NACUBO Historic Endowment Study Data, RQA
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ASSET CLASS CORRELATIONS (1973-2022)

Global Equities

Bonds

Diversifiers

Source: Norgate Premium Data, Global Financial Data, RQA

ACWI S&P 500 Intl. Stocks EM Stocks U.S. REITs

ACWI 1.00                  

S&P 500 0.87                  1.00                  

Intl. Dev. Stocks 0.86                  0.74                  1.00                  

EM Stocks 0.62                  0.54                  0.64                  1.00                  

U.S. REITs 0.55                  0.59                  0.52                  0.40                  1.00                  

ACWI S&P 500 Intl. Stocks EM Stocks U.S. REITs U.S. LT Treas U.S. Agg Bond

U.S. LT Treas (0.01)                0.04                  0.00                  (0.09)                0.14                  1.00                  

U.S. Agg Bond 0.19                  0.24                  0.21                  0.13                  0.30                  0.74                  1.00                  

ACWI S&P 500 Intl. Stocks EM Stocks U.S. REITs U.S. LT Treas U.S. Agg Bond

Gold 0.10                  (0.01)                0.14                  0.17                  0.03                  0.06                  0.09                  

Commodities 0.25                  0.20                  0.26                  0.30                  0.20                  (0.18)                (0.04)                

Trend (0.06)                (0.07)                (0.05)                (0.00)                (0.03)                0.08                  0.03                  
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DIVERSIFICATION MATH: 75% CORRELATED

Source: RQA
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DIVERSIFICATION MATH: 50% CORRELATED

Source: RQA
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DIVERSIFICATION MATH: 25% CORRELATED

Source: RQA
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DIVERSIFICATION MATH: 0% CORRELATED

Source: RQA
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30-YEAR MONTE CARLO: STOCKS ONLY

Source: Norgate Premium Data, Global Financial Data, RQA

79%

4%17%

30-yr Treasury: 

4%
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30-YEAR MONTE CARLO: STOCKS & BONDS 

Source: Norgate Premium Data, Global Financial Data, RQA

6%

92%

2%
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30-YEAR MONTE CARLO: STOCKS, BONDS & ALTS

Source: Norgate Premium Data, Global Financial Data, RQA

99%

1%0%
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MANAGING RISKS WITH ADAPTIVE BALANCING

True Diversifiers

Dynamic Positioning

Factor Tilts

Capital Efficiency

Global Beta
(Stocks & Bonds)

Enhance Risk Management Enhance Expected Returns
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MARKETS EVOLVE, SO WHY DON’T OUR PORTFOLIOS?

Source: Norgate Premium Data, RQA
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ADAPTING FOR VOLATILITY & CORRELATION

Source: Norgate Premium Data, RQA
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BALANCING ASSETS BY REGIME STRENGTHS
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ADAPTING FOR POTENTIAL REGIME SHIFTS

Source: RQA
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30-YEAR MONTE CARLO: STOCKS, BONDS & ALTS

Source: Norgate Premium Data, Global Financial Data, RQA
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30-YEAR MONTE CARLO: ADDING DYNAMIC BALANCING

Source: Norgate Premium Data, Global Financial Data, RQA
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EVIDENCE BASED RETURN ENHANCERS

True Diversifiers

Dynamic Positioning

Factor Tilts

Capital Efficiency

Global Beta
(Stocks & Bonds)

Enhance Risk Management Enhance Expected Returns
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EVIDENCE BEHIND FACTOR INVESTING

Factor Outperformance (Jun 1963 to Dec 2021)

Factor 

Premia

Value (HML) Size (SMB) Quality (RMW) Momentum (MOM)
Low Volatility (Low 

Vol)

High 30% – 12.3% Smallest 30% – 12.3% Highest 30%  – 12.0% Highest 30% – 13.5% Least Volatile 20% – 10.3%

Low 30% – 10.9% Largest 30% – 10.6% Lowest 30% – 8.3% Lowest 30% – 7.4% Most Volatile 20% – 8.9%

Excess Return6 – 1.5% Excess Return6 – 1.6% Excess Return6 – 3.7% Excess Return6 – 6.1% Excess Return6 – 1.4%

Source: WisdomTree, RQA



36

EVIDENCE BEHIND: VALUE

Source: Fama French Data Library, RQA
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EVIDENCE BEHIND: MOMENTUM

Source: Fama French Data Library, RQA
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EVIDENCE BEHIND FACTOR INVESTING

Source: Norgate Premium Data, Global Financial Data, RQA

S&P 500 Large Value Large Momentum

Annual Return 12.0% 13.3% 15.1%

Volatility 15.6% 15.5% 16.7%

MaxDD -61.6% -72.5% -58.2%

Sharpe Ratio 0.77                    0.86                    0.91                    
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30-YEAR MONTE CARLO: ADDING DYNAMIC BALANCING

Source: Norgate Premium Data, Global Financial Data, RQA
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30-YEAR MONTE CARLO: ADDING FACTOR TILTS

Source: Norgate Premium Data, Global Financial Data, RQA
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ENHANCING RETURNS WITH CAPITAL EFFICIENCY

True Diversifiers

Dynamic Positioning

Factor Tilts

Capital Efficiency

Global Beta
(Stocks & Bonds)

Enhance Risk Management Enhance Expected Returns
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GETTING MORE BANG FOR YOUR BUCK

Source: Norgate Premium Data, Yahoo Finance, RQA
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INSTITUTIONS DEPLOYING CAPITAL EFFICIENCY

Institution Size ($) Role of Capital Efficiency

The State of Wisconsin Investment Board 

(SWIB)

$143B Increase Fixed Income

Teacher Retirement System Of Texas 

(TRS)

$184B Increase Fixed Income & Diversifiers

California Public Employees' Retirement 

System (CalPERS)

$466B Increase Diversifiers

Pennsylvania Public School Employees' 

Retirement System (PSERS)

$73B Increase Fixed Income & Real Estate

Missouri State Employees' Retirement 

System (MOSERS)

$10B Increase Fixed Income & Diversifiers

Ohio Police and Fire Pension Fund 

(OP&F)

$17B Increase Fixed Income & Diversifiers

Source: The State of Wisconsin Investment Board (SWIB), Teacher Retirement System Of Texas (TRS), California Public Employees' Retirement System (CalPERS), 

Pennsylvania Public School Employees' Retirement System (PSERS), Missouri State Employees' Retirement System (MOSERS), Ohio Police and Fire Pension Fund (OP&F), 

Newfound Research, and RQA.
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30-YEAR MONTE CARLO: ADDING FACTOR TILTS

Source: Norgate Premium Data, Global Financial Data, RQA
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30-YEAR MONTE CARLO: ADDING CAPITAL EFFICIENCY

Source: Norgate Premium Data, Global Financial Data, RQA
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RECAP

Capital EfficiencyDynamic Positioning

Factor TiltsTrue Diversifiers

Global Beta
(Stocks & Bonds)

Enhance Risk Management Enhance Expected Returns
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30-YEAR MONTE CARLO:  STOCKS ONLY

Source: Norgate Premium Data, Global Financial Data, RQA
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30-YEAR MONTE CARLO:  STOCKS & BONDS 

Source: Norgate Premium Data, Global Financial Data, RQA
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30-YEAR MONTE CARLO:  STOCKS, BONDS & ALTS

Source: Norgate Premium Data, Global Financial Data, RQA
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30-YEAR MONTE CARLO: ADDING DYNAMIC BALANCING

Source: Norgate Premium Data, Global Financial Data, RQA



51

30-YEAR MONTE CARLO: ADDING FACTOR TILTS

Source: Norgate Premium Data, Global Financial Data, RQA
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30-YEAR MONTE CARLO: ADDING CAPITAL EFFICIENCY

Source: Norgate Premium Data, Global Financial Data, RQA
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30-YEAR MONTE CARLO: TERMINAL VALUE RANGES

350K

$1.5M

$3.4M $4.3M $5.3M $6.7M

$108M

$45M
$52M $55M

$74M

$177M

% Fail: 20% 7% 1% 0% 0% 0%

Source: Norgate Premium Data, Global Financial Data, RQA
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FINAL TAKEAWAYS

Great investors and traders all seem to exploit a known market dynamic or edge. • We need to provide better experiences and outcomes

• Consistency and confidence is key

• First build robustness and reliability – diversification & balance

• Seek higher returns with factor tilts and capital efficiency

• Applies to any risk appetite

• We can “have our cake, and eat it too”
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THESE ARE EXCITING TIMES

Great investors and traders all seem to exploit a known market dynamic or edge. • Endowment toolkit is now accessible

• New age of ETFs & mutual funds  (5,000+)

• High-quality alternative funds 

• Enhanced capital efficiency funds

• Low expense ratios and investment minimums

• Better tax efficiency through ETF structures
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Q&A

Great investors and traders all seem to exploit a known market dynamic or edge. 

Questions?
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Disclaimer

THIS PRESENTATION IS FOR INFORMATION PURPOSES ONLY.

THIS DOCUMENT DOES NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO PURCHASE ANY SECURITY OR INVESTMENT PRODUCT. ANY SUCH OFFER OR SOLICITATION MAY ONLY BE MADE

BY MEANS OF DELIVERY OF AN APPROVED CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM (THE "MEMORANDUM") OR RQA’S ACCOUNT OPENING DOCUMENTS, AS APPLICABLE. THE MEMORANDUM OR

ACCOUNT OPENING DOCUMENTS MUST BE RECEIVED AND REVIEWED PRIOR TO ANY INVESTMENT DECISION. ANY PERSON SUBSCRIBING FOR AN INVESTMENT MUST BE ABLE TO BEAR THE RISKS INVOLVED AND

MUST MEET THE SUITABILITY REQUIREMENTS RELATING TO SUCH INVESTMENTS. SOME OR ALL ALTERNATIVE INVESTMENT PROGRAMS MAY NOT BE SUITABLE FOR CERTAIN INVESTORS.

THESE MATERIALS DO NOT PURPORT TO BE EXHAUSTIVE OR TO CONTAIN ALL THE INFORMATION THAT A PROSPECTIVE INVESTOR MAY DESIRE IN INVESTIGATING ANY INVESTMENT OPPORTUNITY. THESE

MATERIALS ARE FOR PRELIMINARY DISCUSSION ONLY AND MAY NOT BE RELIED UPON FOR MAKING ANY INVESTMENT DECISION. PROSPECTIVE INVESTORS SHOULD REVIEW THE FUNDS’ MEMORANDUMS OR RQA’S

ACCOUNT OPENING DOCUMENTS, AS APPLICABLE, AND RELY ON THEIR OWN INDEPENDENT INVESTIGATION OF THE FUNDS, STRATEGIES, OR MANAGED ACCOUNTS. IN THE EVENT THAT ANY OF THE TERMS OF

THIS PRESENTATION ARE INCONSISTENT WITH OR CONTRARY TO THE MEMORANDUMS OR ACCOUNT OPENING DOCUMENTS, THE MEMORANDUMS AND ACCOUNT OPENING DOCUMENTS SHALL PREVAIL.

INVESTING IN FINANCIAL MARKETS INVOLVES A SUBSTANTIAL DEGREE OF RISK. THERE CAN BE NO ASSURANCE THAT THE INVESTMENT OBJECTIVES DESCRIBED HEREIN WILL BE ACHIEVED. INVESTMENT LOSSES

MAY OCCUR, AND INVESTORS COULD LOSE SOME OR ALL OF THEIR INVESTMENT. NO GUARANTEE OR REPRESENTATION IS MADE THAT ANY INVESTMENT PROGRAM, INCLUDING, WITHOUT LIMITATION, ITS

INVESTMENT OBJECTIVES, DIVERSIFICATION STRATEGIES, OR RISK MONITORING GOALS, WILL BE SUCCESSFUL, AND INVESTMENT RESULTS MAY VARY SUBSTANTIALLY OVER TIME. NOTHING HEREIN IS INTENDED

TO IMPLY THAT ANY INVESTMENT METHODOLOGY MAY BE CONSIDERED "CONSERVATIVE", "SAFE", "RISK FREE" OR "RISK AVERSE".

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS.

THIS COMMUNICATION IS (I) INTENDED ONLY FOR THE PERSON OR ENTITY TO WHICH IT IS ADDRESSED AND (II) CONFIDENTIAL AND MAY NOT BE COPIED OR RETRANSMITTED WITHOUT PERMISSION.

THE INDICATIVE TERMS AND OTHER INFORMATION INCLUDED IN THIS PRESENTATION ARE PROVIDED FOR DISCUSSION PURPOSES AND ARE SUBJECT TO COMPLETION OR AMENDMENT. CERTAIN INFORMATION

INCLUDED IN THIS PRESENTATION IS BASED ON INFORMATION OBTAINED FROM SOURCES CONSIDERED TO BE RELIABLE. HOWEVER, ANY PROJECTIONS OR ANALYSES PROVIDED TO ASSIST THE RECIPIENT OF THIS

PRESENTATION IN EVALUATING THE MATTERS DESCRIBED HEREIN MAY BE BASED ON SUBJECTIVE ASSESSMENTS AND ASSUMPTIONS AND MAY USE ONE AMONG ALTERNATIVE METHODOLOGIES THAT PRODUCE

DIFFERENT RESULTS. ACCORDINGLY, ANY PROJECTIONS OR ANALYSES SHOULD NOT BE VIEWED AS FACTUAL AND SHOULD NOT BE RELIED UPON AS AN ACCURATE PREDICTION OF FUTURE RESULTS.

THIS PRESENTATION DOES NOT ADDRESS THE BUSINESS TERMS OF ANY PARTICULAR INVESTMENT PRODUCT OR STRUCTURE, THE COSTS OF IMPLEMENTING THE SAME OR THE RESULTING TAX, ACCOUNTING,

FINANCIAL OR REGULATORY CONSEQUENCES. THE RECIPIENT SHOULD INDEPENDENTLY EVALUATE AND JUDGE THE MATTERS REFERRED TO HEREIN.

THERE WILL BE NO PUBLIC OR SECONDARY MARKET FOR THE INTERESTS IN THE FUNDS, STRATEGIES, OR ACCOUNTS, AND IT IS NOT EXPECTED THAT A PUBLIC OR SECONDARY MARKET WILL DEVELOP.

INVESTMENTS IN THE FUNDS, STRATEGIES, OR ACCOUNTS HAVE NOT BEEN RECOMMENDED BY ANY U.S. FEDERAL OR STATE SECURITIES COMMISSION OR ANY OTHER GOVERNMENTAL OR REGULATORY

AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT PASSED UPON THE ACCURACY, OR DETERMINED THE ADEQUACY, OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS

UNLAWFUL. CERTAIN INFORMATION CONTAINED IN THIS DOCUMENT CONSTITUTES "FORWARD-LOOKING STATEMENTS" WHICH CAN BE IDENTIFIED BY USE OF FORWARD-LOOKING TERMINOLOGY SUCH AS "MAY,"

"WILL," "TARGET," "SHOULD," "EXPECT," "ATTEMPT," "ANTICIPATE," "PROJECT," "ESTIMATE," "INTEND," "SEEK," "CONTINUE," OR "BELIEVE" OR THE NEGATIVES THEREOF OR OTHER VARIATIONS THEREOF OR

COMPARABLE TERMINOLOGY. DUE TO THE VARIOUS RISKS AND UNCERTAINTIES, ACTUAL EVENTS OR RESULTS IN THE ACTUAL PERFORMANCE OF THE STRATEGY MAY DIFFER MATERIALLY FROM THOSE

REFLECTED OR CONTEMPLATED IN SUCH FORWARD-LOOKING STATEMENTS. NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED HEREIN, ANY PROSPECTIVE INVESTOR (AND EACH EMPLOYEE,

REPRESENTATIVE, OR OTHER AGENT OF SUCH PROSPECTIVE INVESTOR), MAY DISCLOSE TO ANY AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX STRUCTURE OF (I) THE

FUND, STRATEGY, OR ACCOUNT, AND (II) ANY OF ITS TRANSACTIONS AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX ANALYSES) THAT ARE PROVIDED TO THE PROSPECTIVE INVESTOR

RELATING TO SUCH TAX TREATMENT AND TAX STRUCTURE.

RETURNS SHOWN ARE SIMULATED AND HYPOTHETICAL AND ARE FOR INFORMATION PURPOSES ONLY. ANY SIMULATED OR LIVE RESULTS PRESENTED FOR RQA’S STRATEGIES OR RECOMMENDATIONS MAY NOT BE

THE SAME AS THE RETURNS ATTAINED BY ANY INDIVIDUAL INVESTOR DUE TO SEVERAL REASONS THAT INCLUDE, BUT MAY NOT BE LIMITED TO, THE TIMING OF INVESTMENTS, WHETHER AN INVESTOR HAS

PARTICIPATED IN NEW ISSUE INCOME OR LOSS AND DIFFERENCES IN FEE STRUCTURES. ANNUAL PERFORMANCE RESULTS ARE COMPOUNDED MONTHLY. PAST PERFORMANCE IS NO GUARANTEE OF FUTURE

RESULTS. THE INFORMATION CONTAINED HEREIN IS BASED ON INFORMATION BELIEVED TO BE RELIABLE, BUT HAS NOT BEEN AUDITED AND IS NOT GUARANTEED TO BE ACCURATE. UNLESS OTHERWISE

INDICATED, RETURNS ARE PRESENTED BEFORE OPERATING EXPENSES ANDMANAGEMENT FEES AND ARE GROSS OF ANY INCENTIVE ALLOCATIONS.

INDEX AND BENCHMARK RETURNS REFLECT THE REINVESTMENT OF DIVIDENDS OR INCOME. IT SHOULD NOT BE ASSUMED THAT THE FUNDS WILL INVEST IN ANY SPECIFIC SECURITIES THAT COMPRISE THE

INDICES, NOR SHOULD IT BE UNDERSTOOD TO MEAN THAT THERE IS A CORRELATION BETWEEN THE FUNDS' RETURNS AND INDICES. THE COMPARISONS TO THESE WIDELY FOLLOWED BENCHMARKS ARE

PROVIDED FOR INFORMATION PURPOSES ONLY.
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