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A buy & hold portfolio of 60% stocks and 40% bonds 
had a top-to-bottom loss in the 2008 and 2009 bear 
market of -34.7%. An example tactical approach 
using exit strategies like Advance & Protect finished 
the period with a gain of +10.8%. 
 
The buy & hold loss is well beyond the risk 
tolerance capacity of the vast majority of investors, 
and would be deemed a disaster by any reasonable 
person. 

Advance & Protect vs. Buy & Hold1 

October 7, 2007 – March 9, 2009 

 

Buy & Hold investing assumes that diversification will protect investors in declining markets. The theory is that different types of 
investments react differently and while some asset classes are going down, others might be going up.  
 
The first chart below shows that diversification across nine equity asset classes, worked pretty well in a bull market, but while all the asset 
classes went up, there was a 290% difference in returns between the best and worst performers. 
 
Rather than concentrating where the growth in the market is expected, diversification requires that the portfolio stay spread across many 
different asset classes, even if some are more likely to do poorly. This is considered a necessary evil in order to “protect” against the 
possibility of a severe market decline. 
 
The second chart below shows that the wide difference in positive returns collapsed dramatically in a bear market. The supposed 
protection of diversification across these nine asset classes, was just not there. A 290% difference in returns during the bull market, 
shrank to a tiny 15% difference in returns during the bear market, with all asset classes producing severe losses. This collapse showed 
that these asset classes all behaved the same when stocks were falling, and diversification provided no real protection. 
 

De-Worse-ification: Too Little Protection in Bear Markets – Too Much Protection in Bull Markets 

Diversification during Bull Market Diversification during Bear Market 

 

January 2, 2003 – September 30, 2007 

 

October 1, 2007 – Mach 30, 2009 

 
Is there a better way? 

Yes! Advance & Protect is a strategy that does not rely on antiquated theories like Buy & Hold. By identifying high 
performance portfolio candidates, avoiding asset classes in decline, using a strategic sell discipline and deploying the 
right equity exposure depending on the identifiable market condition – Advance & Protect can protect on the downside 
during bear markets while capturing gains in bull markets. 
 

Buy & Hold Investing Does 

Not Provide Enough 

Protection in Bear 

Markets 

Buy & Hold 

60/401 

-34.7% 

Advance & 

Protect Example1  

+10.8% 



 

 

 

 

 

  

Page 3 

 

Advance & Protect is an 

innovative way of investing 

for today’s uncertain and 

volatile markets! 

 

 

 

It is a tactical total return 

strategy that seeks to 

capture gains in advancing 

markets and preserve 

capital in sideways to 

negative markets. 

 

 

 

Advance & Protect utilizes 

proprietary quantitative 

analysis of market 

conditions which provides 

an exit strategy to reduce 

stock exposure when the 

market risk gets too high! 

 

What is 
Advance & Protect? 

Daily Portfolio Monitoring: 

Advance & Protect includes monitoring of each portfolio component 
on a daily basis, adjusting allocations as needed and rotating to the 
strongest area of the market – using two key tools: 
 
1 - Closely monitor market trends and rotate into asset classes with 
the strongest momentum. 
 
2 - Incorporate a strategic sell discipline suited to today’s volatile 
markets. 
 

Momentum, relative strength, rate-of-change, nearness-to-52-week-
highs, and other measurements are specifically chosen to identify 
performance characteristics that are likely to persist for at least 
several months. These are all combined to produce rankings of 
portfolio candidates. 
 
High performers are selected, low-performers are discarded and the 
whole process is repeated at regular intervals – usually quarterly. This 
process of continuous re-balancing toward strength is intended to 
capture the benefits of long-term winners, without being dragged-
down by the unnecessary inclusion of underperformers. 

 

1st

Decision

Identify high-
performance 
portfolio 
candidates.2



 

 

 

  

 

2nd

Decision

Evaluate Current 
Market Risk & 
Incorporate 
Strategic Sell 
Discipline

Advance & Protect utilizes 3 different buy/sell trend 
signals3 to determine stock exposure. One third of our 
stock portfolio is covered by each signal. 

The Bull-Bear/Boss Indicator, which is our long-term 
signal, has a goal to determine when a new bull market or 
bear market has emerged. If it triggers a sell signal, one 
third of our stock goes out of the market into bonds or 
cash. 

Our intermediate-term signal triggers either a buy or sell 
on another third of our stock at the beginning of each 
quarter. 

Our last signal is short-term in nature and tends to trigger 
sell signals more frequently. It averages a sell signal based 
on another third of our stock, 2 to 4 times a year. 

Identify the trend – Long-Term Indicator 
U.S. Equities Bull-Bear/Boss Indicator 

U.S. Equities Market (S&P 500) 

Charts above show just 1 of our 3 buy/sell signals. 
 

The two charts above help explain the Bull-Bear/Boss Indicator which is one of our three exit strategies. The jagged line on the 
top chart represents the actual buy/sell signal known as the Bull-Bear indicator, which reacts based on the longer term trend 
of the U.S. stock market. The bottom chart is the U.S. stock market as represented by the S&P 500. 
 
When the Bull-Bear Indicator is above a reading of “55” or the “Bull Threshold” on the top chart – demand for stock is high 
and it’s typically a good time to be invested in equities. When the Bull-Bear Indicator drops below a reading of “45” or the 
“Bear Threshold”, a potential bear market is signaled. During those periods of time, it’s prudent to reduce stock exposure. 
 
The shaded area on the top chart shows when a sell signal triggered either by the Bull-Bear indicator or by an override to this 
indicator called the Boss. We have also included the dates when the most critical sell signals triggered (see red circles) – and 
later, when the most critical buy signals triggered (see green circles). The bottom chart shows the same shaded area overlaid 
on a stock market graph representing when the investor would have been out of the market. 
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3rd

Decision

Combine the Trend 
Signals to Identify 
the Right Strategy at 
the Right Time

Identify Current Market Conditions: 

The number of positive or “buy” signals out of a maximum of 3, determines 
the amount of stock market exposure a portfolio will have, at any one time, 
as shown by a market condition reading of: Negative, Neutral, or Positive. 
 

The table below shows how the S&P 500 performed during different market conditions as determined by our 3 signals. As you can 
see, there is greater potential for substantial returns with less risk, as measured by the maximum drawdown, during “Positive” 
market conditions (see green box below), when all 3 signals are telling the investor to buy. However during “Negative” conditions 
(see red box below), when all 3 signals are telling the investor to sell, staying in the market had disastrous results. 
 
Using our Advance & Protect strategy, you can increase stock exposure when “Positive” market conditions are indicated AND more 
importantly, eliminate stock exposure when “Negative” market conditions are indicated. 

Adjust Equity Exposure Based on Market Conditions: 

 

 

     Short-Term Signal – Measures weeks to months 
 
     Intermediate Term Signal – Measures quarter by quarter 
 
     Long-Term Signal – Measures months to years. 

Advance & Protect assesses market conditions  

utilizing our three buy/sell signals 



 

 

 

 

 

 

 

  

Symmetry Moderate 

(38) 
Vanguard Balanced Fund 

(50) 

Risk Level as Measured By Riskalyze6 

 

4th

Decision

Select a Model 
Based on Risk 
Tolerance

S&P 500 
(74) 

To learn more about our Advance & Protect unique investment process and the specific history of returns on specific 
models please contact Piershale Financial Group at 847-713-8070 or email us at info@piershalefinancial.com 

Higher Risk Lower Risk 

As of September 30, 2021 

* Symmetry Moderate stock levels can increase above 60% or decrease below 60% depending on market conditions as measured by our research (see page 5). 

 

The last decision starts with quantifying the investor’s personal risk tolerance into a single number on a scale of 1 to 99, 
to help determine the appropriate portfolio.  The closer the investor is to 1 the less fluctuation they want to see in their 
portfolio, and the closer they are to 99 the more comfortable they are with higher risk and fluctuation. 

If the risk of the investor’s portfolio is too aggressive, based on their personal risk tolerance, or if they’re simple looking 
for a process to reduce the risk as much as possible without giving up the ability to be in the market, the Advance & 
Protect investment process may be the solution. 

Using this same process, a stress 
test is performed on the investor’s 
current portfolio, which is also 
assigned a risk number from 1 to 
99.  This stress test can tell the 
investor with 95% accuracy how 
much their portfolio can 
potentially drop, especially in a 
severe market crash. 

To illustrate, Vanguard Balanced Fund (a mutual fund holding 60% in stock and 40% in bonds), over the last 15 years 
demonstrated slightly lower risk than the average of all similar balanced funds5 and has a risk number of 50 on a scale of 
1 to 99. 

By contrast, one of our most popular models called Symmetry Moderate, which is also made up of 60% stock and 40% 
bonds*, has a risk number of 38. Getting a risk number as low as 38 with 60% in stock, is unheard of unless you’re 
utilizing unique strategies, like ours, to reduce the risk. 

The two sided arrow below summarizes where our Symmetry Moderate model is on the risk scale versus both the 
Vanguard Balanced Fund and the S&P 500.  Remember, the lower the risk number, the lower the fluctuation. 

Advance & Protect – A lower risk number: 
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Charles Schwab serves as the independent broker/dealer and independent qualified custodian for individual client accounts managed by Piershale Financial Group. Piershale 
Financial Group and Charles Schwab & Company, Inc. are not affiliated companies and our advisory personnel are not affiliated with Charles Schwab & Company, Inc. However, 
we participate in the Charles Schwab Advisor Services platform. 
 
Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or 
product made reference to directly or indirectly in this brochure, will be profitable, equal any corresponding indicated historical performance level(s), or be suitable for your 
portfolio.  Moreover, you should not assume that any discussion or information provided herein serves as the receipt of, or as a substitute for, personalized investment advice 
from Piershale Financial or any other investment professional.  Further, the charts and graphs contained herein should not serve as the sole determining factor for making 
investment decisions.  To the extent that you have any questions regarding the applicability of any specific issue discussed to your individual situation, you are encouraged to 
consult with Piershale Financial. Information pertaining to Piershale Financial advisory operations, services, and fees is set forth in Piershale Financial’s current disclosure 
statement, a copy of which is available from Piershale Financial upon request. 
 
The S&P 500 is an unmanaged market capitalization-weighted index of 500 common stocks chosen for market size, liquidity, and industry group representation to represent U.S. 
equity performance. One cannot invest directly in an index. 
 
1. Advance & Protect Example Portfolio uses S&P 500 Total Return Index during "Positive" market conditions, and a group Bond sector ETFs during "Neutral" and "Negative" 
market conditions. The Bond sectors are selected by the Optimum Bond Model. Dividends are reinvested. Historical returns data has been compiled using price data provided by 
exchanges and not from actual accounts, and should therefore be considered to be hypothetical. Past performance is no guarantee of future results. 
 
The Buy & Hold Model consists of a 60% allocation to the S&P Total Return Index, and a 40% allocation to the Barclays Aggregate Bond Index. The S&P 500 Total Return Index is 
the price return of the Standard & Poor's 500 Index, including daily reinvestment of dividends. It generally represents the aggregate price changes in the largest 500 US publicly 
traded companies, in addition to the reinvestment of the dividends that those companies pay. The Barclays US Aggregate Bond Index is a broad-based benchmark that measures 
the investment grade, US dollar-denominated, fixed-rate taxable bond market including Treasuries, government-related, corporate and other securities. 
 
2. Asset-Class Ranking Methodology: The Ranking Tables are constructed by measuring performance characteristics of the candidates, aggregating the measurements, and then 
ranking the candidates in descending order of aggregate measurements.  The performance characteristics measured include price performance over four timeframes (the past 
30, 60, 120 and 240 market days) and several performance-based measurements.  The specific measurements have been chosen to highlight those performance characteristics 
that are likely to persist for at least several months.  These performance-based measurements are classified as "momentum" types of measurements in the academic literature, 
and the ranking that results from them is called a "relative strength" ordering in academic studies.  The higher-ranked candidates are typically selected for inclusion in portfolios, 
while lower-ranked candidates are removed from portfolios, at intervals usually ranging from 1 to 4 months between such selections. 
 
3. Bull-Bear Indicator: It is constructed from measurements of market internals and is intended to reveal the relationship of supply and demand at the longer-term timeframe of 
months to years.  The measurements include seven total ratios of supply and demand factors, normalized to a scale of 0 to 100.  These ratios are then weighted, and combined 
into a single, statistically smoothed final Bull-Bear Indicator.  When the Bull-Bear Indicator is in a bull market mode and then pierces the “Bear Market Threshold”, a new bear 
market is signaled.  When the Bull-Bear Indicator is in a bear market mode and then pierces the “Bull Market Threshold”, a new bull market is signaled.  Once a mode (bull or 
bear) is established, it is considered to remain in place until the Bull-Bear Indicator eventually pierces the opposite threshold. 
 
Bull Market is a financial market of a group of securities in which prices are rising or are expected to rise and Bear Market is a market condition in which the prices of securities 
are falling. Although figures can vary, for many, a downturn of 20% or more in multiple broad market indexes over at least a two-month period is considered entry into a bear 
market. 
 
Intermediate-Term Indicator: Designed to act at quarterly intervals, it is a quarter-by-quarter look at the probable risk environment of each quarter, using the trend status of US 
and International equities (referencing the Russell 3000 for the US, and the MSCI Ex-US for International). If either the US or International equities are in an uptrend, a lower-risk 
quarter is indicated; if neither the US nor International equities are in an uptrend, a higher-risk quarter is indicated. 
 
Furthermore, an additional market-exposure component is measured with a “Balance of Strength Signal”, which will periodically go to “Out of Market” status based on a 
comparison of near-term moving average vs. longer-term moving average, called “Moving Average Distance”. 
 
Shorter-Term Indicator: It is constructed from measurements of market internals within 36 sectors of the US market, and is intended to reveal the relationship of supply and 
demand at a timeframe of weeks to months.  Each sector in demand mode is assigned the value of 1, each sector in supply mode is assigned the value of 0.  The Indicator value 
can therefore range from 0 to 36. Changes in the market outlook occur when the indicator changes direction after reaching at least the half-way point of 18 (one half of 36).  At 
that point, a reversal in the indicator by 20% causes a change market condition. 
 
An unaffiliated third-party service provider has provided Piershale Financial quantitative security data specifically used toward determining buy and sell signals for asset classes 
and ETFs. Piershale Financial have contracted with them to pay for their research. The market data and information provided by them and relied upon in generating this report 
are believed to be reliable. However, Piershale Financial does not warrant or guarantee their accuracy and shall not be subject to liability for truth, accuracy, or completeness of 
the information conveyed to the customer. 
 
4. CAGR = Compound Annual Growth Rate. 
Maximum Drawdown = the maximum loss from a peak to a trough of a portfolio, before a new peak is attained.  
Historical returns data has been compiled using price data provided by exchanges and not from actual accounts, and should therefore be considered to be hypothetical. Past 
performance is no guarantee of future results. 
 
5. According to Morningstar in 2021: Vanguard Balanced Fund had a 3 year standard deviation of 11.70% which is lower than category average of 12.91%. Also, it had a Sharpe 
ratio of 1.02 which was higher than the average of 0.79. 
 
6. Riskalyze is a financial technology company that provides software for analyzing investment risk. Riskalyze invented the Risk Number, which is an alignment tool for financial 
advisors to quantitatively measure investor risk tolerance, risk capacity, and portfolio risk on a scale from 1 to 99.  
 
The Risk Number is an objective, mathematical approach to removing subjectivity by quantifying the risk of investors and portfolios. The Risk Number is calculated based on 
downside risk. On a scale from 1 to 99, the greater the potential loss, the greater the Risk Number. For more information on Riskalyze or the Risk Number please go to: 
www.riskalyze.com. 
 

Vanguard Balanced Fund references symbol VBINX and is distributed by The Vanguard Group, Inc. Piershale Financial Group is in no way affiliated with The Vanguard Group, Inc. 
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