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A Message From Kurt 

If WWM is anything, it is a disciplined investment firm.  WWM has invested with a consistent, 

global vision from the beginning.  While many things over the past five years have made many 

investors react emotionally to the markets, WWM has always remained true to its global 

diversification strategy.  WWM remains a leader in global investment strategy:  every day 

advisors, firms and individuals are moving from US-centric investing to globally-diversified 

strategies.  Hopefully soon, the “Traditional” portfolio will include global real estate, emerging 

markets, commodity exposure and other assets that can benefit investors in ways described 

below. 

Asset Class Returns in 2012
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US Stocks continued their rally in 2012.  The Dow Jones gained 10.2% and the S&P 500 was up 

16%.  Foreign holdings did marginally better than the US with companies in both developed and 

undeveloped (emerging market) countries returning around 18%.  Real estate within and outside 

of the US were the best-performers of the broad asset categories.  Low inflation kept the prices 

of many commodities (oil, agriculture, precious metals, etc.) lower for the year.   



 

  

WWM’s Investment Discipline 

WWM is an independent fiduciary investment firm:  we must always act in our clients’ best 

interests.  Accordingly, our only incentive is to invest in a way that is the best balance of 

expected return, risk, cost and other factors.  WWM uses the same disciplined selection and 

monitoring process it uses when it creates portfolios for its 401k plan clients. 

Because WWM takes a conservative bent with investing, certain more defensive funds (such as 

stock funds focused on dividend-paying companies) often do better relative to their benchmarks 

in poor markets and underperform in up markets.  Accordingly, recent underperformance by 

certain funds in the past few years is not unexpected. 

WWM typically invests in 19 different global asset categories.  From the thousands of 

investment options available, WWM chooses what it considers the best investment(s) for each 

category.  WWM uses 22 different mutual funds, 4 Exchange-Traded Funds and 16 different 

mutual fund companies.   

Because WWM’s Aggressive Portfolio uses 19 different asset classes, it necessarily invests in 

assets that fall below the US Market when the US Market gains double digits.  For example, 

about 14% of the Aggressive Portfolio invests in high-quality bonds, which rarely hits a double-

digit annual return, but adds significant safety in declines. 

Performance 

Of the 22 different mutual funds WWM used in 2012, 14 of them outperformed their Broad 

Category Index in 2012, and 11 outperformed their Morningstar Category Index.   
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WWM’s Aggressive Portfolio returned 13.8% in 2012 and 8.0% annualized from January 2010 

through December 31, 2012.
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As of December 31, 2012 WWM’s Aggressive Portfolio held less than 40% of its investments in 

US stocks and over 60% in Non-US Stocks (including emerging markets), global real estate, 

commodities, active/tactical/leveraged and derivative strategies, investment grade bonds, 

alternative bonds and other asset classes.  To be in the same neighborhood as the S&P’s return 

while so diversified reinforces our confidence. 

The US Market 

Underperforming a rapidly-rising US market can lead undisciplined investors to rethink their 

long-term strategy.  WWM has never wavered from its commitment to global diversification, 

and this discussion emphasizes why. 

It can be quite misleading to view asset class returns over any one period, especially a short 

period of a few years or less (2008 anyone?).  For example, investors looking at the bull market 

that US stocks delivered over the past several years should recognize that a major reason for the 

over-sized growth was its prior disastrous collapse.  When the fraudulent mortgage loan bubble 

burst, the market got cut in half for the second time in a decade, and that crash provided a 

springboard for the last several years.   

Look at how volatile the US market has been from January 1997 through December 2012.  An 

interesting pattern emerges: 

 

Market returns over different periods further demonstrate not only the volatility of the US 

market, but also how examining different time periods can lead to very different conclusions 

about the stability of the market.  (“Annualized Returns” are the level returns needed each year to 

match the actual (volatile) growth of the market.) 



 

S&P 500 Return Period    Annualized Returns           Cumulative 

Ten years from January 2003 - December 2012   + 7.1%  + 98.6% 

Ten years from January 2000 - December 2009  - 0.95%  - 9.1% 

Sixteen years from January 1997 - December 2012   + 4.2%   +92.0% 

In the first ten years of this century, every major asset class outperformed the S&P 500 by 25% 

(Non-US Stocks) to more than 170% (US Real Estate and Emerging Markets).  Long periods 

when the US market goes sideways supports spreading risk over numerous global asset classes. 

Leading the Way 

In 2011, Merrill Lynch’s Chief Investment Officer recently put out a huge 21-page whitepaper 

about the benefits (necessity) of investing globally.  According to Merrill Lynch’s Head of U.S. 

Wealth Management, the research 

“reveal[s] a rebalance of economic power on par with some of the most significant 

paradigm shifts in history . . . In fact, what’s happening in the world right now calls 

into question many tenets of investing and managing risk that have prevailed for 

decades.” 

Sophisticated investors understand the dual importance of investing globally.  First, certain 

investment opportunities simply do not exist in the US.  For example, the growth opportunities in 

undeveloped countries may continue to shine as the world economy continues to recover.  Real 

estate all over the world (like farmland in Brazil, warehouses in China or apartment buildings in 

Hong Kong) simply provides opportunity that US stocks cannot.  Significantly, investment 

opportunities outside the US now outnumber US opportunities:
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Second, the many different asset classes WWM uses to diversify should benefit investors over 

time.  The zigs and zags, over time, can provide a counterbalance to the volatile US market.  

Using global investments, we hope to end up in the same place with less volatility.  That means 



 

smoothing out the ride, keeping more of your investment money in downturns and having 

shallower holes to dig out of after a bear market.   

The universe of investors and advisors is slowly moving toward how WWM has always 

managed money.  For example, JPMorgan currently touts the benefits of a “More Diversified 

Portfolio” from a “Traditional” portfolio.
4 

 

That may be news for many, but it that has been the backbone of WWM’s investment philosophy 

from the beginning. 

 

Similarly, Merrill Lynch’s suggested new portfolio to take advantage of the “Great Global Shift 

also looks just like what WWM has been doing for years.
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Investing globally is what we do and what we have always done.  We have steadfastly held that 

investing in a disciplined way and spreading risk over many different asset classes over a long 

time is the best way to invest for return while reducing risk.   

The investment industry continues to slowly follow WWM’s lead toward globally-diversified 

investment strategies. 

 
 
 
 
 
DISCLAIMERS AND DISCLOSURES 
 
Information Only:  The information contain herein is obtained from sources believed to be 
reliable, but its accuracy or completeness in not guaranteed.  This report is for informational 
purposes only and is not a solicitation or a recommendation that any particular investor should 
purchase or sell any particular security.  All expressions of opinions are subject to change 
without notice.  Investment suitability must be determined individually for each investor, and 
the financial instruments described herein may not be suitable for all investors.   
 

Past investment performance is no guarantee of future results. 
 
Tax-Advice, Legal Advice, Estate Planning Advice:   Winiecki Wealth Management does not 
provide tax or estate planning advice.  Accordingly, any discussion of the U.S. tax matters , legal 
or estate planning matters contained herein is not to be construed as tax or legal advice. This 
information is not intended to provide and should not be relied upon as providing accounting, 
legal, regulatory or tax advice.  Investors should consult with their own advisors as to these 
matters. 
Notes 

1. The following asset classes and returns are from J.P. Morgan Asset Management’s Market Insights as of 12/31/2012 (Q1 2013), p. 55 - 

US Stocks:  S&P 500; US Small Cap Stocks:  Russell 2000; Non-US Developed:  MSCI EAFE; Emerging Markets:  MSCI EMI; Aggregate 

Bonds:   Barclays Capital Aggregate Bond Index; US Real Estate:  NAREIT Equity REIT Index; Commodities:  DJ UBS Commodity Index.  

Global Real Estate:  Russell Global Real Estate Index (from Russell website).  Support available upon request. 

2. WWM returns from actual client returns using WWM Aggressive Portfolio over 2010 through 2012 period after fees.  Returns were 

calculated using Morningstar software and are intended to be in compliance with Global Investment Performance Standards and are 

unaudited.  WWM has different strategies, and individual client performance will differ. 

3. S&P Returns from J.P. Morgan Asset Management’s Market Insights as of 12/31/2012 (Q1 2013), p. 55. 

4. Literature from third-party firms available on request



 

  

 


