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Risk Paradigm Group seeks to defend capital through our managed ETF strategies based on a rules-based 

methodology.  The below portfolio insights are related to the TAG Tactical ETF managed portfolios available as 

separately managed accounts. 

Overview 

The only consistent message in July was that inflation is weak across a broad measure of indicators: CPI, PPI, PCE (Personal 

Consumption Expenditures, the Fed’s favorite measure) and globally with Import/Export Prices, all trending in the 1.5% 

range.  While there was positive news with Durable Goods (Cap Ex), there was more on the negative side:  Consumer 

Credit (at record highs), Retail Sales and Existing Home Sales. In the midst of a mixed economy, there was the circus in 

DC, culminating in the Senate’s failure to pass a health care bill.  Despite these mixed signals, Sentiment remains strong; 

under the radar there has been significant progress unwinding the crippling regulations promulgated in the last eight years, 

strengthening the southern border and the election of a Supreme Court justice. This environment created a dampening effect 

on the near term expectations for new stimulus to the economy which resulted in outperformance by Foreign Equity, 

unhedged, US Large Caps over Small Caps and Growth over Value. 

Internationally, the Dollar declined significantly against the Euro and Yen on the expectation the Fed would be slow to raise 

rates further; at the same time, the European Central Bank (ECB) “hinted” that it might stop buying bonds by year end, 

thereby less diluting of the Euro from printing money.  As would be expected, Global Bonds, unhedged rallied strongly, 

generating a return three times US Bonds. 

 

Within the domestic bond market, Credit Bonds outperformed Interest; this would seem at odds with Large Caps and 

Growth Equities outperforming Small Caps and Value. 

 

Commodities rallied along with the rally in Oil. Oil looks stuck in a sideways trading range between $40 and $50/bbl; there 

remains a persistent excess supply.  Gold rallied in the face of a declining Dollar. 

 

Tactical Income 

Allocations to Credit and Blend Bonds generated strong returns in excess of the relevant benchmark. Interestingly, 

the strong year to date outperformance has come primarily from allocations to Interest and Blend Bonds. This 

performance pattern in different markets demonstrates the value of hedges.  The yield is approximately 3.78%. 

 

Tactical Conservative  

Strong returns from Credit and Blend Bonds drove the high capture of its domestic proxy. The global proxy’s higher 

return was a direct result of Global Bonds rallying with the Dollar’s decline.  These same Credit and Blend Bonds are 

driving the year to date outperformance of the domestic proxy. 

 

Tactical Moderate 

While there were strong returns from Credit and Blend Bonds, some of that was diminished from allocations to US Small 

Cap Equities.  Nonetheless, it had solid performance against its domestic proxy. These same bonds along with Foreign 

Equities, unhedged and US Large Cap Growth and Core drove the year to date outperformance of its domestic proxy. 

 

Tactical Growth 

Performance lagged from overweight allocations to US Small and Mid-Cap Equities and our hedge of long duration 

Treasuries. Year to date outperformance has been driven by an overweight to Foreign Equities, unhedged and US Large 

Cap and Small Cap Growth. 

 

Tactical Equity 

Performance for the month lagged due to overweight allocations to Foreign, hedged and US Small Cap Value and 

Healthcare. Year to date outperformance of both its global and domestic proxies is driven by overweight allocations to 

Foreign, unhedged, US Technology and Healthcare, which includes Biotech. 

 

(Continued) 



 

Outlook 

We continue to view the investment environment as a see saw; an aging economy potentially running out of steam before 

a boost to growth from new stimulative fiscal programs.  We are not surprised by the bitter political fighting, but we have 

taken the position that it is not a good bet to bet against Trump. We believe the significant progress reducing regulations 

will have a favorable impact on the economy, in particular, small business which typically suffers the larger burden.  That 

is why we have a meaningful allocation to US Small Cap Equities. With the Eurozone generating sub 2% economic 

growth, we do not believe the ECB will be eager to reduce monetary stimulus, which could result in a second half rally in 

the Dollar. The weakness of global inflation may put pressure on corporate earnings, as it will be harder to increase 

revenue; thus we may have seen the peak in earnings.  While war is inconceivable in today’s enlightened age, North 

Korea does present a clear and present danger.  The recent United Nations sanctions will reduce North Korea’s capital 

inflow by about a third; that will have a meaningful impact on their ability to develop nuclear capability; we expect a 

further sanction if that doesn’t work.  At some point, Kim may feel his regime is at risk to domestic revolt; at that point, 

he would feel he has nothing to lose. 

 

In this uncertain environment, it is not the time to seek an optimized portfolio; rather, we are seeking a “robust” portfolio 

that may react well to whatever happens.  So, even with various hedges, the portfolios have generated steady returns all 

year. 

 
Important Disclosures:  

Tactical Allocation Group (TAG) joined Risk Paradigm Group, LLC and became a division of the firm on July 22, 2016. 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 solicitat ion 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. 

 

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.  
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