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Risk Paradigm Group seeks to defend capital through our ETF strategies based upon the RPg 

ActiveParadigm methodology.   The below monthly commentary is related to the RPg Tactical ETF 

managed portfolios available as separately managed accounts. 

 

Overview 

American writer Mark Twain wrote, “It ain’t what you don’t know that gets you into trouble.  It’s what you know for sure 

that just ain’t so.”  Much to the surprise of most of the investment community, Donald J. Trump will take the oath of 

office to become the 45th President of the United States.  As well, the GOP’s wave of winning the House of 

Representatives and Senate was a surprise to most.  More surprising to the investment team at RPg Asset Management 

was how fast the investment community came out to communicate the news and get it wrong once again!  Before we 

woke up in Boston, we had emails and text messages from analysts and strategists telling us the market will pile into risk-

off assets (US Treasuries) and sell risk assets (equities and higher yielding credit), and that higher volatility would be here 

for a while.  They warned of sustained volatility, but got the asset class wrong once again.   

 

Market reaction surprised the masses once again and November will forever be known as the start of the Trump trade.  US 

equities ended the month up a solid 3.5% with the S&P 500 closing at 2207.  Financials, Industrials, Energy, Materials 

and Consumer Cyclicals led the way for the month of November while defensive sectors such as Utilities, Staples and 

Healthcare lagged.  RPg’s quantitative model came into the month of November favoring US equities and within the U.S. 

there was an overweight to the cyclical sectors.  The market reaction to the news that Mr. Trump won the Presidential 

election has focused the capital rotation into sectors and companies that would benefit from perceived policy biases which 

has had a positive impact on risk assets and rates have seen a pronounced move up to over 2.3% on the 10-year Treasury.      

 

Over the last few weeks, political surprise in the US and a rapid rise in US Treasury yields have dominated the news flow 

(10-year U.S. Treasury yields are now sitting at 2.36%, a full 100 bps higher than the 2016 lows we saw back in July).  

However, our model indicates that there has not been a sharp rise in expected volatility and correlation.  There has been 

some rise in government bond correlation, but overall trends in correlation and volatility do not point to a sharp pick-up in 

risk aversion.  Our models continue to maintain a modestly pro-risk tilt, with overweights to cyclical sectors, US equities, 

and credits vs. government bonds and cash.    

 

As we’ve discussed at length in the past, there are times a disciplined rules based methodology should perform well, and 

there are times when the process will be challenged.  Whipsaw environments as we experienced from July of 2014 

through year-end 2015 are challenging due to a momentum based methodology living in a whipsaw period of time.  But 

basing decisions off of data we know to be true has been helpful through this emotionally volatile time which we believed 

masked the true volatility of underlying asset classes.  While a persistently whippy market can cause challenges for our 

model, it was very steady through the risk off, risk-on, risk-off, risk-on time when the FBI re-opened their investigation to 

Mrs. Clinton’s emails, then announced they found nothing two days before the election, then the realization overnight that 

Mr. Trump would win, and finally the realization that all the noise and drama should not have been an indication to trade. 

 

RPg Tactical US Equity 

The portfolio came into November in a bullish posture, fully invested in seven (7) sectors with a distinct bias towards the 

more cyclical sectors, and ended the month positioned in six (6) of the nine (9) sectors in our investment universe with a 

continued bias towards cyclical sectors.  Financials, Industrials and Energy led the way for the S&P 500 as Utilities and 

Staples were the laggards.  The market reaction to the news that Mr. Trump won the Presidential election has focused the 

capital rotation into sectors and companies that would benefit from perceived policy biases which has had a generally 

positive impact on risk assets. 

  



 

 

RPg Tactical US Equity FT  

The portfolio came into November in a bullish posture, fully invested in seven (7) sectors with a distinct bias towards the 

more cyclical sectors, and ended the month positioned in six (6) of the nine (9) sectors in our investment universe with a 

continued bias towards cyclical sectors.  Financials, Industrials and Energy led the way for the S&P 500 as Utilities and 

Staples were the laggards.  The market reaction to the news that Mr. Trump won the Presidential election has focused the 

capital rotation into sectors and companies that would benefit from perceived policy biases which has had a generally 

positive impact on risk assets. 

 
RPg Tactical Global Balanced 

RPg Tactical Global Balanced portfolio has targeted allocations to four asset classes:  US Equity (33%), Global 

Fixed Income (28%), International Equity (28%), and Alternatives (11%).  Below are highlights of the activity for 

each asset class within the portfolio for the month of November. 

 

US Equity: The portfolio came into November in a bullish posture, fully invested in seven (7) sectors with a 

distinct bias towards the more cyclical sectors, and ended the month positioned in six (6) of the nine (9) sectors in 

our investment universe with a continued bias towards cyclical sectors.  Financials, Industrials and Energy led the 

way for the S&P 500 as Utilities and Staples were the laggards.  The market reaction to the news that Mr. Trump 

won the Presidential election has focused the capital rotation into sectors and companies that would benefit from 

perceived policy biases which has had a generally positive impact on risk assets. 

 

Global Fixed Income: The sleeve came into November invested in six (6) of the ten (10) Fixed Income sectors, 

and ended the month invested only in two (2) of the ten (10) sectors including only Senior Loans and TIPS.  

Brexit, the last political surprise before the U.S. presidential election, pushed 10-year U.S. Treasury yields down 

to 1.36%. At the close of November saw yields at 2.36, a full 100 bps move since July.  Since mid-November, the 

model has a clear bias towards credit and lower duration fixed income along with inflation protection. 

 

International Equity: The International Equity sleeve entered the month of November fully invested in six (6) of 

the possible six (6) International ETF exposures.  In mid-November the model turned off Emerging Markets, 

Europe, and Asia ex-Japan bringing the portfolio to a defensive posture with only Canada, Japan and the 

Developed Markets ex-US equally allocated to along with 25% in cash. 

 

Alternatives: The sleeve started November invested in the MLPs and the S&P 500 and by mid-November turned 

off MLPs and finished the month only in the core S&P 500 exposure.  Gold and REITs are still off. 

 

Outlook  

As a quantitative rules-based asset manager who relies on data to drive the investment decisions, we do not make market 

forecasts. However, the portfolio allocation does offer useful intelligence to how the methodology is interpreting current 

market activity. Some specific observations: 

 

 While equities generally performed well in November, volatility was driven largely by concerns about the 

election.  In the end, we are still positioned in a fully invested posture given the risk/return dynamics in the equity 

markets with a bias to US equities and cyclical over defensive sectors. 

 The thirst for yield continues to favor spread (credit) related fixed income sectors which our model is position for 

that to continue.  We are also long inflation protection.   

 OPEC’s deal on the last day of the month catapulted Energy to the top performing sector for the month, but 

Financials, Industrials and Materials all put up very strong performance.  Given the direction of policy and cabinet 

appointments, this is a trend that could continue.  



 

Important Disclosures: 

Risk Paradigm Group, LLC (“RPg Asset Management” or “RPg”) is a registered investment advisor with the U.S. Securities and 

Exchange Commission (“SEC”). Additional information regarding Risk Paradigm Group, LLC can be found on our website at 

www.rpgassetmanagement.com. 

 

RPg does not provide tax or legal advice. Please consult an independent tax advisor for additional guidance. 

 

This material has been prepared solely for informative purposes and is not to be considered investment advice nor a solicitation for 

investment. Any projections, market outlooks, or estimates in this presentation are forward-looking statements and are based upon 

certain assumptions and should not be construed as indicative of actual events that will occur. Information contained in this report is as 

of the period indicated and is subject to change. The Information contained herein includes information obtained from sources that are 

believed to be reliable, but are not independently verified by RPg. It is made available on an "as is" basis without warranty. 

 

This material is proprietary and may not be reproduced, transferred or distributed in any form without prior written permission from 

RPg. RPg reserves the right at any time, and without notice, to change, amend, or cease publication of the information contained 

herein.    

 

Performance provided is past performance. Past performance is not indicative of future results. Investments may increase or decrease 

in value and are subject to a risk of loss. Investors should consult their financial advisor before investing. 

 

“ActiveParadigm” is a quantitative methodology that is proprietary to RPg.  The RPg tactical strategies (“RPg Tactical US Equity”, 

“RPg Tactical US Equity FT”, “RPg Tactical US Long-Short Equity”, and “RPg Tactical Global Balanced”) are managed account 

strategies managed by RPg. No investment strategy or risk management technique can guarantee returns or eliminate risk in any 

market environment.  All investments include a risk of loss that clients should be prepared to bear. The principal risks of the 

quantitative methodology and strategies are disclosed in Risk Paradigm Group’s publicly available Form ADV Part 2A.  

 

RPg may change the exposures and compositions reflected herein at any time and in any manner in response to market conditions or 

other factors without prior notice to investors. 

 

Statements in this piece that reflect projections or expectations of future financial or economic performance of the markets in general 

are forward-looking statements. Actual results or events may differ materially from those projected, estimated, assumed or anticipated 

in any such forward-looking statements. 

 

References to Indexes:  

The S&P 500 Index is an unmanaged index of 500 stocks that is generally representative of the equity performance of larger 

companies in the U.S.  Please note that an investor cannot invest directly into an index.   

 

Risk Disclosures: 

Concentration, volatility, and other risk characteristics of a client’s account also may differ from the information shown herein. There 

is no guarantee that any client will achieve performance similar to, or better than, the strategy mentioned herein. 

 

Sources: Bloomberg. All rights reserved.   

 

For more information, including risks of investing in our strategies, visit our website at www.rpgassetmanagement.com.  

http://www.rpgassetmanagement.com/
http://www.rpgassetmanagement/

