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BACKGROUND 
In the final three months of the dot-com bubble the 
NASDAQ 100 rose almost 50%. It then proceeded to 
lose all of that over the next 14 trading days. That 
peak marked the top of the dot-com bubble, and the 
beginning of an 80% slide. It took over 15 years for 
the NASDAQ to regain all that lost ground (see top 
chart). 
 
From September 1986 through August 1987 the S&P 
500 increased almost 50%. It then proceeded to lose 
all that over the next two months with the help of 
the Black Monday crash in October of 1987. It took 
about 2 years for the S&P 500 to regain the prior 
peak. 
 
From October 2007 to March 2009 the S&P 500 
price declined by over 55%. It wasn’t until March of 
2013 that the S&P 500 clawed back to even for the 
prior 5 ½ years  (see middle chart). 
 
During the Great Depression the Dow lost 89%, 
which wasn’t regained for over two decades. 
 
From Election Day in November of 2016 the Dow has 
risen over 45% (as of 1/17/2018). A continued melt-
up to $30,000 (yes, I think it’s possible and maybe 
even within 2 months) would represent about a 15% 
increase from current levels putting the rise at     
almost 70% since Election Day (see bottom chart). 
 

 
Where and when will this bubble peak?  
 
How far will it drop, and how many years 
will it take for the market to scratch and 
claw back to even?  
 
The premise of the Strategy is that the 
U.S. stock market is the most             
overvalued, overbought and overbullish 
it has ever been, but investors don’t 
have to sit idly by in those conditions. 
Instead, MFA seeks to be proactive within 
the Strategy and profit if/ when a         
correction materializes. 
 



 

 

 
 

DESCRIPTION and OBJECTIVE 
The majority of most investors’ portfolios are invested in traditional bonds and stocks, which is entirely appropriate. 
However, it is also appropriate, given current market conditions to compliment those traditional assets with             
noncorrelated investments that have the potential to profit during market stress. This is the purpose for creating     
Tactical Growth Strategy. 

 
The Strategy is an actively-managed, alternative, “go-anywhere” strategy intended to act as a compliment to investors’ 
traditional bond and stock investments. MFA seeks to employ long-term valuation metrics and short-term technical 
and sentiment indicators to inform positioning. The goal is to exploit market dislocations and cyclical anomalies to   
outperform a 50 / 50 blended benchmark of the Bloomberg Barclays US Aggregate Bond index and the S&P 500 stock 
index over the course of a full market cycle. The Strategy, however, will rarely resemble or track that benchmark. 

 

INVESTMENTS AVAILABLE FOR INCLUSION WITHIN THE PORTFOLIO 

• Individual stocks both domestic and foreign (large, mid, or small) 

• Individual bonds of varying maturities both domestic and foreign (investment-grade and high yield) 

• Exchange-Traded Funds (ETFs) both domestic and foreign 

• Options on indexes, ETFs, and individual stocks 

 
FUNDING SUGGESTION 
Because of the unique risk and potential for great volatility within the Strategy, MFA recommends the Strategy be 
funded from investors’ equity sleeve / risk bucket of their portfolios. However, this is a decision investors and their  
advisors should make together after careful consideration of investors’ unique goals, circumstances, and expertise. 

 
ABOUT US 
Melotte Financial Advisors, LLC (MFA) is an independent, fee-only investment advisor providing financial planning and 
portfolio management in addition to managing the MFA Tactical Growth Strategy. 
 
MINIMUM INITIAL INVESTMENT and EXPENSES 
The minimum initial investment for the Strategy is $200,000. The annual expense for the Strategy is 1%, which is     
debited directly from the account on a monthly basis in arrears.  

 
 
 
 
 
Past performance is no guarantee of future results. There is also no guarantee that the Strategy’s objectives will be met. An investor’s account 
may be worth significantly more or less than their contributions at any point in time. The Strategy has freedom to vary its holdings and risk expo-
sures depending on market conditions. Therefore, it may not track any particular index or benchmark and may experience significant deviation 
from overall market performance. This document does not constitute an offer of services in jurisdictions where Melotte Financial Advisors, LLC is 
not authorized to conduct business. All information provided is generic. In other words, information is not tailored to the unique needs, circum-
stances or goals of any person, entity, or group. It is not possible to invest directly in an index. Index performance does not incorporate taxes, ex-
penses or other fees. 
 
The portfolio is not managed for tax efficiency. High turnover could lead to significant short-term capital gains, which are taxed at ordinary in-
come rates. It may be advantageous to employ the Strategy within a tax-free account like a Roth IRA. Consult with your tax advisor. 
 
Investors should carefully consider the objectives, risks and expenses of the Strategy before investing. Contact Ken Melotte via email 
(ken@melottefa.com) for more information on the strategy.  
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