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July 12th, 2021  

 
Time, patience, and temperament… 

In the Information Age that we find ourselves living in today, it is easy to get caught up in and distracted by 

the avalanche of news flow and opinion pieces that hit the news wires on a perpetual basis.  I will admit first 

hand that I find myself from time to time getting caught up in trying to catch, process, and assess every 

morsel of news in an effort to contextualize it within a capital market framework.  However, I also will 

acknowledge that I’ve become much better at deciphering between news that has capital market implications 

and news that is mere noise (meaningless / useless information that has little value, other than to waste your 

time).  This is still a work in progress, and likely will be for some time to come.  As I was taking in the 

holiday over the past week and putting in my best efforts to step away from the terminal and just monitor the 

markets from afar (an attempt my wife would likely say I failed miserably at…), I found myself thinking 

more about the big picture, long-term frameworks, and what I thought would be important for investment 

success over the next 6- to 18-month time frame. 

 

I know, I know…that doesn’t sound like very long-term thinking in the overall scheme of things, but with 

how quickly things can change in the here and now, that is as far out as I can imagine having even some 

semblance of clarity on what the future will hold for capital markets.   

 

Time and timing are critical variables to which I attribute a big part of investor success over both a near-term 

and a long-term investing horizon.  Yes, yes…we’ve all heard it a thousand times, ‘you can’t time the 

market’, to which I would in part agree, but in part also disagree.  But first, let’s put the general concept of 

time into context, and that could be as simple as at this current moment, the U.S. equity market is at an all-

time high.  Therefore, anyone with broad based exposure to the U.S. equity market is experiencing the 

benefits of owning stocks almost irrespective of when they bought them.  Just because the Dow and the S&P 

500 are making new all-time highs doesn’t mean that every constituent within these indices are at all-time 

highs, but the broad-based baskets are.  

 

Moreover, I found the below chart put out by Martin Wolf in the Financial Times to be quite eye catching, 

where it measures and compares the average real rate of return of the equity and bond markets across 

geographies from 1900 – 2020. 
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After looking at this chart for a minute or two, one of two thoughts (or a variation of them) likely runs 

through an investor’s mind: 1) Why would an investor ever want to put any of their money into bonds, with 

the last twelve decades showing them to be such an inferior performer relative to equities, and 2) Investing is 

easy, just put your money into a stock market and let the compounding run its course.  It’s hard to argue with 

the simplicity and logic of those thoughts after looking at the data, but what gets lost in the simplicity and 

appeal of long-term results like this is that they don’t happen in a linear fashion.   

 

What history has shown is that returns are often times lumpy and inconsiderate of any individual’s unique 

time horizon.  Reflect back to March of last year when the S&P 500 was in the depths of a six-week, 35% 

drawdown – the swiftest and deepest 30%-plus bear market in recorded history.  At that moment, I imagine 

anyone reading this was feeling much differently about their equity investments than they are today with 

equities at their all-time highs.  Or go back to the Global Financial Crisis, where the S&P 500 was cut in half 

over the course of 18 months and it appeared at the time that the financial system may never be the same.  

Many prognosticators questioned whether we’d ever get back to the 2007 highs, let alone almost triple them 

given today’s S&P 500 level.  My point is that for individuals reliant on the performance of their investment 

holdings throughout those periods, their financial reality at those moments was drastically different than the 

view they had at the prior bull market cycle peaks.   

 

Which brings me to ‘timing the market’, and while I agree it’s a foolhardy expectation for anyone to think 

they can time the market with a high degree of success or regularity over time, it is not a useless endeavor to 

evolve, adjust, and adapt one’s portfolio as the cycle and investment backdrop evolves and changes over 

time.  Don’t get me wrong, history has proven that for those who can endure the downside pain and are not at 

the mercy of a finite time horizon (newsflash: we all are…) or are wealthy beyond their own needs, then 

arguably there is no better risk/reward asset than equities.  Unfortunately, most of us are constrained by the 

risk that a protracted and/or severe downturn in the equity market could pose to our financial future should it 

occur at the wrong time in our lives. 
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Therefore, ‘timing’ does play an important role in the investment decision making process.  For example, let 

me run through how I’m thinking about timing and positioning in the capital markets at the present time 

given what I am seeing.  Let me start by saying that I still think we are in the early stages of an economic 

recovery that has the potential to expand for years (not quarters or months), and I think similarly about the 

equity market in that it can continue to generate solid returns as this expansion evolves.  However, I am 

growing more cautious by the day on the near-term prospects for the equity market, given the broadening 

number of divergences / non-confirmations that I’m seeing with the major indices making new highs.   

 

• Equity market breadth relative to previous highs in the S&P 500 is exceptionally poor, as can be 

seen from the below chart where we have the lowest percentage of stocks above their 50dma with 

the S&P 500 at a record high since 1999: 

 
• It’s a similar setup in the NYSE, where 52-week highs are slipping to levels that in the past 

foreshadowed equity market corrections: 
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• The S&P 600 Small Cap Index and the S&P 400 Mid Cap Index are not confirming the highs in 

the Large Cap indices and have been range-bound for more than three months. 

• The Dow Transports Index and the Homebuilder Index have rolled over. 

• High yield bonds have started to meaningfully underperform Long-term Treasuries as can be 

witnessed by the HYG/TLT ratio chart below (hat tip to David Rosenberg of Rosenberg 

Research): 

 
 

• And then we have the Aussie Dollar / Japanese Yen currency pair (one of the most cyclically 

sensitive currency pairs) trading down, well off its recent highs.   

 

This collection of market indicators – along with our economic research indicating that the peak rate of 

economic growth and inflation is in the rearview mirror – has me leaning in a more cautionary / defensive 

direction.   

 

Okay Corey, so that’s how you’re thinking about it, but what are you actually doing?  Great question, I’m 

glad you asked.  On the margin (and I stress, on the margin), I am subtly and gradually reducing some risk in 

the portfolio by trimming some equity positions and trying to reduce some of the cyclical exposure, but by 

no means am I making dramatic changes.  In previous missives (and on almost all of my calls with clients as 

of late), I’ve been trying to highlight that sometimes you just have to understand and accept that you’re going 

to need to endure some pain.  Temperament – this is another qualitative variable that I think is instrumental 

to long-term investment success.  At this moment, our research and models suggest a very low probability of 

a recession being in the cards, and while we are seeing signs that a correction could occur, there is a big 

difference in investment implications to enduring and holding the line through the latter relative to the 

former.   

 

So, while I’m willing to make some adjustments around the edges with portfolio composition, I don’t think a 

possible 10% correction in the equity market is worthy of getting too ambitious in attempting to side-step the 

potential drawdown.  First off, it may not even materialize, or it may occur 2, 3, 4, 5, or even 6 months from 

now with the equity market 5 – 10% higher from here.  Or, if one is so confident that it is imminent and they 

can get out to miss the downturn, they also have to be right in timing the re-entry when it eventually runs its 

course.  To me, it’s just too narrow of a window to try and navigate with not that significant of a pay off if 

you get it all right.  I look at recessions differently all together, but that is because the last ten have averaged 
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a 40% peak to trough drawdown and measured roughly 10 months in duration.  That is a much bigger 

window to be more aggressive and ambitious about side-stepping and mitigating.  So, having a grounded and 

humble temperament is important to enable you to celebrate the successes and endure the failures that are 

inevitable in investing.    

 

And this brings me to patience.  Let me start with some perspective in the investment world today, because 

outside of select commodity markets (precious metals come to mind) and a handful of international markets, 

there are very slim pickings when it comes to finding cheaply valued assets in the investment universe at this 

moment.  U.S. equities are at their richest valuations in history.  Global interest rates (while up from their all-

time lows this time last year) are still offensively low with most offering negative real returns.  And just last 

week, for the first time ever, below investment grade bonds (junk debt) saw real rates go negative – nominal 

yields fell to 4.54% with May CPI printing 5%, that’s a negative real rate of -0.46%.  (Link to the Wall Street 

Journal, “Junk-Bond Rally Pulls Yields Below Inflation”): 

 

As an investor, what are you to do in a world where the 10-year Treasury yields 1.37%, the 30-year Treasury 

yields 2.00%, investment grade corporate debt yields 2.43%, junk bonds yield 4.54%, the dividend yield on 

the S&P 500 is below 1.5%, and yet inflation is running around 5%?  All of these investments on an income 

basis are offering a negative real return.  Hence, capital has been finding its way into the equity market, 

tangible assets, commodities, and real estate, because at least such options provide investors with a chance of 

keeping up with inflation.   

 

I don’t want to get too far down this rabbit hole of inflation and real returns on assets, because inflation 

levels will change in time and we’ll get the June inflation numbers Tuesday and Wednesday of this week.  

But if policy makers have their way – and they are acutely aware of the situation the over-indebted global 

economy finds itself in – then the easiest political solution is to attempt to inflate our way out of this 

situation.  This is a solution they are so far attempting to execute on, and only time will tell whether they stay 

with it and how effective it eventually is. 

 

For the here and now, let the last 16 months in particular, the post-GFC period for even greater context, and 

the last 12 decades serve as an illustration to the benefits of owning assets.  Sure, you can attempt to navigate 

https://www.wsj.com/articles/junk-bond-rally-pulls-yields-below-inflation-11625817833
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with precision every wiggle and squiggle in the capital markets on a daily, weekly, and monthly basis, but 

understand that sometimes you just have to take your lumps and wear it.   

 

To close out this missive, I’ll highlight two examples of exposures I have on at the moment in client 

portfolios that are just frustrating the heck out of me on a short-term timing basis, but my conviction and 

confidence in the long-term success of these exposures hasn’t budged.  The first one is the exposure we have 

on in the uranium mining sector, which I expect to benefit handsomely as the green revolution runs its course 

and the nuclear fuel buying cycle kicks in over the next several years.  This investment in particular has all 

the elements of time, timing, patience and temperament.  First off, I was early in getting into the exposure, 

and when I say early, I mean about 18 – 24 months early.  In many investment circles, being that early is 

more often than not considered wrong.  In being early, almost every uranium holding we had in the portfolio 

was down by at least 25% at one point, with a couple down over 50%.  Timing was way off, but ultimately 

patience and temperament paid off, where as we sit here today, every one of the uranium holdings we have in 

the portfolio has at least doubled in the last 12 months, with several up more than 200% and one up more 

than 400%.   

 

Sounds great, doesn’t it?  It was, but since March of this year the uranium mining sector has been going 

through a bear market, where in the last four months every one of these holdings is down at least 20% with a 

couple down as much as 40%.  This brings me back to time – not timing, but time, because to me that is our 

biggest ally in this investment thesis.  I still think we are just in the early innings of what’s to come from a 

fundamental supply and demand standpoint, but in order for us to celebrate the expected (but far from 

certain) success of this investment thesis, our patience and temperament are being tested.  What makes it 

challenging for investors is having to endure a correction like this while seeing the S&P 500 print new highs 

week after week, yet this exposure in a portfolio is enough of a drag to inhibit a similar personal outcome.   

 

Then there is gold.  Another investment exposure that makes so much sense in a world where interest rates 

are low, fiscal spending is through the roof, debt growth is prolific, and the U.S. dollar index is range bound, 

yet it has been going through a 10-month correction that has gold almost 13% below last year’s high.  Not a 

fun experience, but one I was inclined to just wear and endure rather than attempt to trade in and out of given 

my expectation that gold is also in the midst of a multi-year bull market.  I expect that the second half of the 

year will be a much better experience that the first six months of the year, but once again, time is on my side 

and I expect that patience will be rewarded.         

 

 

 

 

 

 
 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 

 
 

 


