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Ackerman Capital Management uses a combination of proprietary

valuation and price metrics to dynamically adjust exposure among and

within the two major asset classes. Both valuation and price trends are

evaluated on a relative basis versus asset class benchmark and are

scaled from 0 to 10, with 10 being the highest score. In our portfolios,

we emphasize funds which have attractive relative valuations and the

strongest and most consistent relative price strength (top right quadrant)

and de-emphasize funds with unattractive relative valuations and weak

relative price trends (bottom left quadrant). Because investor sentiment

can often drive the valuation of risk assets to extremes, our equity model

places greater weight on relative price trends than valuation. As such, we

may sometimes overweight equity funds that are relatively expensive,

but continue to display relative price strength (bottom right quadrant).

The datapoints in each chart are also coded, as shown below, to

highlight their attractiveness based on our combined relative valuation

and relative trend analysis.
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Color indicates overall attractiveness based on our proprietary combination of relative 
valuations and price trends.
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EQUITY VS. FIXED INCOME
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Global stocks continued to advance in the third quarter. Stocks are attractive relative to fixed 
income based on both valuation and price trends.

• Global stocks returned 8.4% in the third quarter

and are now positive on the year.

• Our long-term expected nominal return for global

stocks is 6.9%, which represents an attractive risk

premium over U.S. aggregate bonds with a current

yield of just 1.1% and municipal bonds with a tax-

equivalent yield of 2.1% for the highest income

earners.

• With the additional third quarter gains, the relative

trend of stocks vs. bonds is decidedly positive and

is close to making new highs.

• The combination of good relative value and a

positive relative trend bodes well for stocks over the

next twelve months.

• We are modestly overweight stock targets across

our portfolios and would view any price corrections

as an opportunity to add more exposure.

Quarter ending 9/30/2020
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EQUITY

Quarter ending 9/30/2020
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Global stocks advanced in the quarter to all-time highs. Large U.S. Growth stocks continue to 
dominate. Emerging Markets offer the best value with improving performance.

• Global stocks returned 8.4% in the third quarter

and are now positive on the year.

• Large U.S. Growth stocks continued to outpace

other segments of the equity market in the third

quarter by a wide margin.

• The high valuation and outsized performance of

Large U.S. Growth Stocks relative to other equity

styles resembles a “bubble” similar the that of the

late 1990’s.

• Our equity models emphasize price trends over

valuation. Accordingly, we will continue to favor

Large U.S. Growth Stocks in our portfolios as long

as they continue to outpace other styles.

• The market seems to be recognizing the value in

emerging markets. With its relative price trend

having just turned positive, we are increasing the

Emerging Market exposure in our equity portfolios.
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FIXED INCOME
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• Interest rates remain at historic lows with the yield
on the 10-Year U.S. Treasury finishing the quarter
at 0.7%.

• In contrast to our approach in equities, our fixed
income models emphasize valuation over price
trends. As a result, we view long-term bonds as
unattractive, despite their strong performance this
year. Interest rate sensitivity goes both ways, and
the current yield of 2.3% offers little protection
against the risk of higher rates.

• Short-term bonds are a better value. They yield the
same as benchmark U.S. Aggregate Bonds, but with
much lower interest rate sensitivity.

• Emerging Market bonds yield 4.3% and offer the
best value within fixed income. We are further
increasing our exposure here as the relative price
trend has also recently turned positive.

• Municipal bonds are an excellent value for taxable
investors in any bracket. The benchmark iShares
National Muni Bond ETF is yielding slightly more
than its taxable U.S. Aggregate bond counterpart -
despite being tax-free.

Quarter ending 9/30/2020

Interest rates remain near historic lows. Emerging market bonds offer value with an improving 
price trend. Municipal bonds pay just as much as their taxable counterparts.
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E: ClientServices@AckermanCapital.com

P: 214-361-5383 

Ackerman Capital Management

5956 Sherry Lane, Suite 1600

Dallas, Texas 75225

Please contact us with questions regarding this quarterly analysis or needs you may have 
regarding any of your accounts.

CONTACT INFORMATION

mailto:ClientServices@AckermanCapital.com


Investment advisory services offered through Ackerman Capital Advisors, a registered investment adviser.
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Charts and Commentary “Content” Disclosures and Protection The charts and commentary included in this presentation (“Content”) is for illustrative and informational purposes and
is not intended to provide investment advice and should not be relied upon in that regard. The Content herein is not intended as a recommendation to invest in any particular asset
class, product, security, derivative, commodity, currency or strategy or as a promise of future performance. Reference to future or expected returns are not promises or even
estimates of actual returns a client portfolio may achieve. Any assumptions, opinions, and estimates are provided for illustrative purposes only and not a guarantee of future
performance. Forward looking statements should not be relied upon as actual results may differ materially from those anticipated. The Content herein (quantitative or qualitative) is
subject to numerous assumptions, risks, and uncertainties, which can change over time. Ackerman Capital Management assumes no duty to update the Content and does not warrant
the accuracy or completeness of the Content. Users of the Content herein should be aware of the risk associated with data sources and quantitative processes used in our portfolio
management process. Errors may exist in data from third party vendors, the entry of that data into our databases, and the construction of our quantitative models. Forecasts of
financial market trends that are based on current market conditions or historical data constitute a judgement and are subject to change without notice. Users of the Content herein
agree as a condition precedent to usage of such Information that (i) all Content is accepted on an “as is” basis; (ii) the user freely and knowingly assumes all risks of Content usage, (iii)
the user fully releases and hold Ackerman Capital Management harmless, along with its affiliates and all of their employees, owners, managers, and agents from any damages or
losses resulting from the use of such Content by the user along with indemnifying Ackerman Capital Management for any damages, costs or attorney’s fees incurred by Ackerman
Capital Management as a result of any uses of such Content by the user.

Alternative, Small Cap, International, Emerging Markets & Commodities Disclosures Investing in alternative assets involves higher risks than traditional investments and is suitable
only for sophisticated investors. Alternative investments are often sold by prospectus that discloses all risks, fees, and expenses. They are not tax efficient and an investor should
consult with his/her tax advisor prior to investing. Alternative investments have higher fees than traditional investments and they may also be highly leveraged and engage in
speculative investment techniques, which can magnify the potential for investment loss or gain and should not be deemed a complete investment program. The value of the
investment may fall as well as rise and investors may get back less than they invested. Smaller capitalization securities involve greater issuer risk than larger capitalization securities,
and the markets for such securities may be more volatile and less liquid. Specifically, small capitalization companies may be subject to more volatile market movements than
securities of larger, more established companies, both because the securities typically are graded in lower volume and because the issuers typically are more subject to changes in
earnings and prospects. Investing internationally carries additional risks such as differences in financial reporting, currency exchange risk, as well as economic and political risk unique
to the specific country. This may result in greater share price volatility. Shares, when sold, may be worth more or less than their original cost. Investments in emerging markets may
be more volatile and less liquid than investing in developed markets and may involve exposure to economic structures that are generally less diverse and mature and to political
systems which have less stability than those of more developed countries. Investments in commodities may have greater volatility than investments in traditional securities,
particularly if the instruments involve leverage. The value of commodity-linked derivative instruments may be affected by changes in overall market movements, commodity index
volatility, changes in interest rates or factors affecting a particular industry or commodity, such as drought, floods, weather, livestock disease, embargoes, tariffs and international
economic, political and regulatory developments. Use of leveraged commodity-linked derivatives creates an opportunity for increased return but, at the same time, creates the
possibility for greater loss.

All Content herein is protected under the copyright laws of the United States and/or other countries, and only permitted for personal, non-commercial use. All other uses,
redistributions, reproductions, or republishing, in any form, are strictly prohibited without prior written consent of Ackerman Capital Management.
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