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Premise investors,
The first quarter was rocky for most
styles of tactical management. The
S&P sell off in January was followed
by a strong February and March and
we found ourselves back at new highs.
While other managers were whipsawed
in the volatility, our analysis allowed us
to remain steady and our returns have
generally remained near those of the
diversified benchmarks with corresponding equity to fixed income ratios.
This is another way of saying, “it was
a great time to not be tactical and stay
in the diversified portfolio, and that is
what our system allowed us to do.”
There are a few trades that we made in
the fourth quarter of 2013 and at the
beginning of the first quarter that I
would like to run through. In November of 2013, we received buy signals in





Barclays US Agg Bond TR USD
Barclays US Treasury US TIPS TR USD
Barclays US Treasury 20+ Yr TR USD
Barclays US Corporate High Yield TR USD
S&P 500 TR USD
S&P MidCap 400 TR
MSCI EAFE NR USD
MSCI EM NR USD
FTSE NAREIT All Equity REITs TR

two major classes, real estate and high
yield fixed income. Both moves were
very positive as the returns in the first
quarter for high yield were very favorable from a return and risk standpoint
versus other fixed income classes. (See
the quarterly return number table),
and the return on the real estate index
outpaced all other major classes in our
diversified portfolios.
The volatility in January did have an
effect on our portfolios, but it was



  







1.84
1.95
7.73
2.98
1.81
3.04
0.66
-0.43
8.52

3.51
5.08
11.45
1.87
14.10
17.53
14.11
15.36
13.33

2013
Return
Std Dev
-2.02
-8.61
-13.88
7.44
32.39
33.50
22.78
-2.60
2.68

3.98
6.78
14.88
3.69
13.33
15.89
14.76
16.11
18.62

but it was generally positive. In January, the only class that we lightened up
on was emerging markets and as the
table shows, moving that money into
other equity classes was a positive as
emerging markets was the only class to
post a negative result for the quarter.
The recent strength in fixed income
gave us signals to move money from
cash and short term fixed income into
intermediate fixed income in January.
This was also a positive as we were able
to get a boost to our more conservative portfolio allocations, and saw the
benefit of diversification in our more
aggressive portfolios.
The recent strength in fixed income
has us watching for an entry point in
long term bonds and treasury inflation
protected securities, but as of end of
quarter, we are still underweight those
classes.
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As always, thank you for investing with
Premise Capital.
Jason Rolence CFA
Senior Portfolio Manager

