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Despite relatively little volatility in asset markets, the second quarter was one of our most active from a trading 
standpoint for the Decathlon strategies. All risk profiles incrementally added equity exposure throughout the 
quarter. Notably, equity exposure has shifted away from core U.S. growth towards more value-oriented sectors, 
with an additional emphasis on smaller companies. Nearly all the top contributors to performance within equities 
over the past 18 months are no longer in our portfolios as of June 30th. While our positioning is further from that 
of broad market indices than we have been in many years, we view this shift as a large potential opportunity for 
our strategies. 

The Growth and Moderate strategies performed slightly below their benchmark asset allocations1 (net) in the 
quarter, but roughly matched the performance of their risk-weighted universes. Both strategies are roughly in line 
with their benchmark asset allocations year-to-date. The weighted ETF universes for the Moderate and Growth2 
strategies, effectively the options our system has to choose from, have underperformed the benchmark asset 
allocations by 3% and 5.5%, respectively, in 2024—a byproduct of historically narrow market leadership. Thus far 
excellent selection by our systems has allowed strategy performance to overcome nearly all of this headwind year 
to date. Should the market environment change, this headwind could become a tailwind for performance. 

As the conservative strategy has less of an emphasis on equities, it is less affected by the narrow markets and has 
substantially outperformed its stated benchmark3 year-to-date as well as over the quarter. The Conservative model 
has increasingly looked beyond fixed income for sources of lower risk returns against a backdrop of continued 
weakness in broad fixed income markets. 

Source: BCM, EOD Historical Data. Data from 4/10/2014 to 6/20/2024. The historical allocation show is an average of the BCM Decathlon Growth 
Aspect and BCM Decathlon Growth Tactics strategies. The strategies may have different holdings at times but are managed to a substantially 
similar objective. The sector allocations of the portfolios were determined by looking through to the current underlying holdings of each ETF and 
applying this data back to the portfolios historical ETF holdings. The sector allocations were determined by EOD Historical Data. The above chart 
shows a hypothetical allocation and has been provided for illustrative purposes only.

Past performance is no guarantee of future results.
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Source: Bloomberg data 12/31/2020 – 6/30/2024. Data through Q1 2024 is actual EPS growth for the six largest technology companies by 
market capitalization (Microsoft, Apple, Amazon, Google, Meta and Nvidia) as well as the remaining 494 companies in the S&P 500. Data from 
Q2 2024 through Q4 2024 are based on Bloomberg consensus estimates. 

By many measures market indices sit at extremes. 
Concentration4 and the outperformance of growth 
stocks are both at historic highs—reminiscent of 
the tech bubble. While the valuations of the largest 
companies have expanded during the period, their 
incredibly strong business results justified much of 
their market performance in recent years. At the 
moment, our Decathlon system is suggesting the 
performance of other equities may “catch-up” to 
that of the recent winners.  

One possible scenario where this plays out is simply 
that the earnings of the other companies, which 
thus far have been unspectacular, begin to improve 
and their share prices follow. Continued economic 
strength or some abatement of the current 
restrictive interest rate environment may serve as 
catalysts. Currently, consensus earnings growth is 
forecast to accelerate for the “other 494” companies 
in the S&P 500 while it begins to decelerate for 
the largest 6 companies (“The Trillionaires”) in the 
coming quarters.

Source: Bloomberg, data from 12/31/1995 through 6/30/2024. Growth 
and value are represented by the Russell 1000 Growth and Value Indices. 
The Russell 1000 Value Index includes those Russell 1000 companies with 
relatively lower price-to-book ratios, lower I/B/E/S forecast medium term 
(2-year) growth and lower sales per share historical growth (5-years). The 
Russell 1000 Growth Index includes those Russell 1000 companies with 
relatively higher price-to-book ratios, higher I/B/E/S forecast medium term 
(2 year) growth and higher sales per share historical growth (5-years).

AI ROI – Will the hype become reality?
Alternatively, weakness amongst the largest companies could close the relative performance gap, akin to what 
occurred during the tech bubble. AI has driven trillions in increased market value and the ultimate impacts could 
be extremely far reaching, yet thus far only one major company, Nvidia, is truly earning new profits directly from it. 
Given the sudden massive investment from the world’s largest companies we believe there are only three possible 
outcomes:

Past performance is no guarantee of future results.
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General Economic Outlook 
We continue to believe that rates are “too high” and 
unnecessarily restrictive. We expect the Federal Reserve 
to eventually begin following the lead of our European 
counterparts, who began cutting interest rates over the 
past quarter. Inflation still appears under control, with 
recent measures excluding the lagging shelter component 
even approaching the Fed’s longer-term target.

Interest rate and financially sensitive areas of the economy 
such as housing, auto sales and IPOs5 continue to show 
weakness. The supply of homes on the market notably 
increased in the quarter which could represent a risk to the 
broad economy given the continued impacts of historically 
high prices and high interest rates on the demand side 

Source: Bloomberg data as well as Algorithmic Investment models estimates where applicable. Data from 12/31/2017 through 6/30/2024. 

1. The incumbent technology companies’ revenue growth or profits increase materially due to their AI
investment.

2. The incumbent tech companies pull back their investment—AI investment proves cyclical or intermittent.
3. The incumbent tech companies are forced to spend more than they have historically via their competition

amongst one another in AI – reducing free cash flow and thus market valuations.

Right now, it appears as though the market is betting on “scenario #1” but if either of the two other scenarios play 
out, the relative performance of the largest tech companies is likely to suffer. 

Explanation for chart below:
The chart below extrapolates a 20% growth rate in capital investment from the four largest buyers of cutting-edge 
data center chips and a 25% growth rate for the makers of those same chips and compares that to the current 
expectations for the present year 2024. Those growth rates imply a major slowdown in the growth of chip sales over 
the next few years and also imply a large ongoing investment amongst the large tech buyers assuming their revenue 
grows at 15% per year over the same period—roughly in line with current trends.  

Source: Bloomberg data from BL for the period 6/30/2020 
through 6/30/2024

Past performance is no guarantee of future results.



of the housing market. If consumers see the value of their homes decreasing it is likely to materially impact their 
perceived economic position and in turn drive decreased spending. 

Outside of the impact of interest rates we see an increasingly obfuscated outlook for the economy. Within the 
quarter there was some evidence of slowing growth. May retail sales were weaker than expected and the Citigroup 
economic surprise index fell into negative territory for the first time since 2022. Given that savings rates appear 
to have normalized, it is certainly possible the U.S. consumer is running out of “ammo,” which would be a major 
headwind to overall economic growth. However, we still believe the effects of asset appreciation coupled with the 
demographics of major retirements during covid (depressing the “normal” savings rate) should allow consumers to 
remain resilient, even if they are unable to spend at the same pace as the last two years. 
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Source: KKR mid-year outlook. 2024-mid-year-outlook.pdf (kkr.com)

Markets already appear keenly aware of the 
upcoming U.S. elections with the implied 
volatility on S&P 500 index options notably 
increasing between October and December 
expirations. While it is hard to refute the idea 
that the coming elections will be contentious, 
it appears unlikely that either party will be 
fiscally restrictive in the near-term. This means 
less risk to continued economic growth but 
likely a continued large deficit, which could 
exacerbate any economic weakness in the 
future. 

We continue to be surprised by the market’s 
resilience towards current geopolitical 
tensions, which appear to be the most 
contentious in many years. A positive 
resolution on any of these fronts might 
provide some unexpected upside to parts of 
the market.

Demand for Electricity
While our models are no longer 
betting heavily on the direct 
participants of the AI revolution, 
they have sought out some of the 
potential down-stream beneficiaries 
such as electrical infrastructure, 
energy pipelines and the businesses 
that will be financing these new 
initiatives. Increases in the demand 
for electrification continue to be a 
“mega-trend” with a perfect storm of 
increased data center needs (fueling 
ever larger AI models), a post-COVID 

Source: Bloomberg data from EIA, total electricity consumption annually from 1980 
through 2022. Projections based on FERC estimates for the next five years. 
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propensity for “onshoring” and broad electrification likely placing significant strain and need for investment on the 
U.S. energy grid. 

We expect this theme to continue to make its way into our portfolios in a variety of ways as it plays out over the 
coming years.

Concluding thoughts.
While we have yet to see a sustained changing of the guard in equity markets, we remain excited about our 
current positioning. Most investors’ portfolios have likely become substantially overweight U.S. growth, both via 
inertia and by necessity given their relative strength. The potential benefits of being tactical in an environment in 
which there are few massive winners are far smaller than one in which there are many, or leadership is frequently 
changing. While we are currently positioned for this change, our system lacks the ego of a human investor who 
often must be “proven right”. Should a reversal towards value-type equities prove short lived or fail to play out 
the system can simply return to its prior positioning, a decision that often proves difficult for human investors. Our 
own human intuition reflects a somewhat murky economic outlook as well as some healthy skepticism over the 
excitement seen in some corners of the market. 

For more insights from our portfolio management team, please visit blog.investbcm.com.

Beaumont Capital Management (BCM)
(844) 401-7699
salessupport@investbcm.com
investbcm.com
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Sources and Disclosures
1 The benchmark for the Moderate strategy is 50% ACWI/50% ICE BofA US Broad Market Index. The benchmark for the Growth strategy is 
70% ACWI/30% ICE BofA US Broad Market Index. 
2 50% of our ETF pool Equities and 50% of the Non-equities for Moderate and 70% Equities/30% Non-Equities for Growth 
3 The benchmark for the Conservative Tactics strategy is 20% ACWI/80% ICE BofA US Broad Market Index. The benchmark for the 
Conservative Aspect strategy is 15% ACWI/85% ICE BofA US Broad Market Index
4 The top 10 as a % of the S&P 500 continues to make new historic highs and sits at 34.1% as of June 30th 2024.
5 May housing turnover was 4% below 2023 turnover and 2023 a s whole was 26% below 2019 levels – source: Bloomberg total home 
sales 12/31/2018 – 5/31/2024. May seasonally adjusted annualized auto sales (SAAR) are over 11% below 2019 levels as of 5/31/2024.Source: 
Bloomberg. Capital Markets liduiity (IPOS and Bond issuance total roughly 2.3% of GDP over a trailing 12 months versus a range of 4-7% 
from 2010 through 2021 source: Preqin, Bank of America, Bloomberg, KKR Global Macro and Asset Allocation analsys 12/31/2010-5/31/2024.  

Copyright © 2024 Beaumont Capital Management LLC. All rights reserved. 

Certain information contained herein constitutes “forward-looking statements,” which can be identified by the use of forward-looking 
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe,” or the negatives 
thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events, results or actual 
performance may differ materially from those reflected or contemplated in such forward-looking statements. Nothing contained herein may 
be relied upon as a guarantee, promise, assurance or a representation as to the future.

This material is provided for informational purposes only and does not in any sense constitute a solicitation or offer for the purchase or sale 
of a specific security or other investment options, nor does it constitute investment advice for any person. The material may contain forward 
or backward-looking statements regarding intent, beliefs regarding current or past expectations. The views expressed are also subject to 
change based on market and other conditions. The information presented in this report is based on data obtained from third party sources. 
Although it is believed to be accurate, no representation or warranty is made as to its accuracy or completeness. 

The charts and infographics contained in this blog are typically based on data obtained from third parties and are believed to be accurate. 
The commentary included is the opinion of the author and subject to change at any time. Any reference to specific securities or investments 
are for illustrative purposes only and are not intended as investment advice nor are they a recommendation to take any action. Individual 
securities mentioned may be held in client accounts. Past performance is no guarantee of future results. 

As with all investments, there are associated inherent risks including loss of principal. Stock markets, especially foreign markets, are volatile 
and can decline significantly in response to adverse issuer, political, regulatory, market, or economic developments. Sector and factor 
investments concentrate in a particular industry or investment attribute, and the investments’ performance could depend heavily on the 
performance of that industry or attribute and be more volatile than the performance of less concentrated investment options and the 
market as a whole. Securities of companies with smaller market capitalizations tend to be more volatile and less liquid than larger company 
stocks. Foreign markets, particularly emerging markets, can be more volatile than U.S. markets due to increased political, regulatory, social 
or economic uncertainties. Fixed Income investments have exposure to credit, interest rate, market, and inflation risk.  Diversification does 
not ensure a profit or guarantee against a loss. 

For Investment Professional use with clients, not for independent distribution. 

Please contact your BCM Regional Consultant for more information or to address any questions that you may have. 
Beaumont Capital Management LLC, 125 Newbury St. 4th Floor, Boston, MA 02116 (844-401-7699)


