
							Tactical	Update	

Macro	Strategy	&		Research	

 

What to do, what to do?   

 
It feels like forever ago that I was discussing how to respond to a mar-

ket that just won’t go down.  Actually, it was only about a month ago, 

but this mini bull run is one of the longest in history.  In fact, at 80 

sessions long, the current rally without a –5% correc&on puts it at the 

second longest streak during the 2009-2013 bull market.    

 

The market has a very bubbly sort of feel to it here, but the market 

can certainly remain irra&onal 

longer than we can remain 

solvent.  So we must be care-

ful with how we approach the 

tac&cal piece of the por-olio.  

Obviously, a/er a nice streak 

of good tac&cal buy/sell 

moves last year and into the 

beginning of this year, our 

tac&cal model has fallen out 

of bed while the strategic 

model has remained correct.  

Obviously, I need a new crys-

tal ball so if you have a spare 

one I’d appreciate you send-

ing it my way.   
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“Risk is not knowing what 

you’re doing.” 

Warren Buffett 
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Obviously, being wrong is not unexpected at &mes, but it doesn’t make it any easier to swal-

low not being 100% right.  Then again, the point of running the tac&cal/strategic approach is 

to hedge against the reality that we won’t ALWAYS be right.  S&ll, I owe you a mea culpa for 

the recent tac&cal posi&oning.    

 

Interes&ngly, as you can see on the previous page, my equity model is right back into the risk 

off mode a/er having never given a buy signal.  That’s a highly unusual occurrence, but not 

surprising given the fact that the S&P 500 has rallied 15% in a straight line off the November 

lows and is already up 9% in the first 2.5 months of the year.  That 43% annualized return tra-

jectory is the sort of return that my approach will NEVER outperform and is not designed to 

outperform.  When the market soars 10% we should hope to capture 5-7% of it through the 

combina&on of the tac&cal/strategic approach and when the market crumbles 10% we should 

hope to only be involved in 5-7% of the downside.   We aren’t in the “beat the market” game.  

We are in the “maintain purchasing power, avoid permanent loss and beat the market on a 

risk adjusted return basis” game.  That said, I remain cau&ous from the tac&cal posi&on and 

s&ll favor selling equity posi&ons into market strength.  I won’t make excuses about how that 

tac&cal posi&oning has clearly been wrong, but I do not think it has been imprudent by any 

means when considered as a whole with the strategic approach.   

 

The euphoria of the mar-

ket appears almost un-

breakable at this point and 

“new record highs” seem 

inevitable on a daily basis, 

but that is precisely the 

type of noise we should be 

hedging against.   We can’t 

be sucked into the eupho-

ria of a market rise and 

feel like we are losing just 

because we are not fully 

invested in the market’s 

every twist and turn.   
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Speaking of euphoria, it’s interes&ng to note that the market is showing severe signs of complacency 

from the perspec&ve of money managers.  Money mangers dominate the movements of the markets 

due to such vast asset control and they’re currently just slightly less bullish than the record high set 

earlier in the year.  In fact, the current reading (see the chart on page 2) is higher than any point in 

the last 5 years if we exclude the recent data.   When sen&ment and my algorithmic tac&cal model 

align it usually means something very unusual is occurring in the markets.  I can’t be certain that Fed 

op&mism is purely driving equi&es or what, but it certainly appears to be a heavy dose of op&mism.  

And while Mr. Market may appear op&mis&c today he can turn on a dime.  The tac&cal approach, 

though obviously wrong at &mes, is designed to hedge against the risk of just that sort of occurrence.   

 

I’ll keep you updated just in case the market ever decides that it might fall again.  Un&l then, stay bull-

ish on a cyclical basis, risk off on a tac&cal basis and be careful puGng all your eggs in one basket in 

this type of environment.  There’s an eerie almost disconcer&ng confidence in the market right now…. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Important Disclaimer 
Nothing contained herein should be construed as an offer to buy any 

security or a recommendation as to the advisability of investing in, pur-

chasing or selling any security. Some of the statements contained 

herein are statements of future expectations and other forward-looking 

statements. These expectations are based on Orcam's current views 

and assumptions and involve known and unknown risks and uncertain-

ties. Actual results, performance or events may differ materially from 

those in such statements due to, among other things, general econom-

ic conditions, performance of financial markets, Orcam Financial 

Group, LLC assumes no obligation to update any forward-looking 

information contained in this document. 

Orcam	Financial	Group,	LLC	

Orcam Financial Group, LLC is a fee 

only financial services  firm offering 

macro research, personal advisory, 

ins&tu&onal consul&ng and educa-

&onal services.   


