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Storm clouds over the global economy and world financial markets created a glum feeling among financial 
advisors and investors during the third quarter.  There is certainly plenty for us to research, study, and analyze.  
Because we have weathered these storms many times before, we feel confident that storms eventually pass 
and the sun will shine again on financial markets.  According to research from J.P. Morgan, there have been 
over 125 market declines of at least 5% since I started managing money in 1996 (almost 20 years!).  I have told 
many that I have a few hundred more declines in me before and I am done (and so do you if you are a long-
term investor)!  Despite these declines, the S&P 500 has generated an average annual return of 9.9% over the 
past 20 years.  This period has encompassed booms and busts, recessions and expansions, and periods of war 
and peace.   
 
When reviewing 20-year rolling periods from 1950 to 2014, the S&P 500 has never had a 20-year rolling period 
that has produced an average annual return less than 6%.  However, returns on U.S. equities have been 
anything but steady.  The 20-year period from 1995-2014 has included years with returns that have risen or 
fallen by more than 30%.  Investing is often uncomfortable.  The height of investment discomfort sometimes 
coincides with favorable investment opportunities.  Decision-making during market storms contributes 
significantly to long-term failure or success.  In our view, ultimate investment success requires patience and 
dedication through the storms.   
 
Chicago was the center of the ETF universe during the last week of September.  We were fortunate enough to 
participate in all three ETF events that converged on Chicago during that week.  Invesco PowerShares and 
State Street Global Advisors hosted the ETF Manager Summit.  This was followed by the ETF Strategists 
Roundtable.  Lunt Capital is one of approximately 15 ETF strategists that gather multiple times a year to discuss 
issues important for the industry.  These two events preceded the Morningstar ETF conference.  At the 
conference, I had the opportunity to speak on the topic of the benefits of “Factor Investing” using ETFs. The 
Morningstar conference is the year’s largest convergence of ETF managers, strategists, financial advisors, ETF 
product manufacturers, and anyone else that is part of the ETF ecosystem.   
 
This gathering of the ETF universe is always one of the ideal opportunities to talk with smart managers and 
advisors, and to debate and challenge a variety of investment ideas.  Given the backdrop of the largest market 
decline since 2011, there was no shortage of gossip about bad investor behavior.  I took the opportunity this 
year to ask many advisors and managers the following question:  “How would you describe the most successful 
clients/investors that you know?”  This could be individual investors, institutional investors, financial advisors, 
or professional money managers.  I was not surprised by the descriptive words that often followed… 
disciplined, patient, full of conviction, steady, thoughtful, long-term mindset, etc.  This profile is consistent 
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with my own experience.  The sum of these conversations illuminated an interesting conclusion:  The most 
successful investors are Committed Investors.  In other words, individuals, institutions, and advisors that 
remain committed to a program of investing in public markets often find long-term success. 
 
This may not seem to be an earth shaking conclusion, but on deeper reflection, it has profound implications.  
The Committed Investor stands out because there are so many fair weather, distracted, and non-committed 
investors.  The fair weather investor only invests when the sun is shining.  This type of investor is susceptible to 
significant behavioral mistakes due to either bouts of over-confidence or episodes of panic—both emotions 
result in wealth destruction.  Distracted investors often fail as a result of irrational focus on market noise.  
Short-term emotions overwhelm process and discipline, and they often find themselves following the loudest 
market voice.  Attractive long-term returns mask short and intermediate-term periods of inconsistent returns.  
A distracted investor loses confidence and interest not only during market declines, but also during flat 
markets. 
 
The liquidity of public markets is an incredibly important and attractive characteristic.  However, liquidity has 
the tendency to enable harmful mistakes by non-committed investors.  While liquidity exists for the 
Committed Investor, this investor essentially treats his or her liquid investment as illiquid.  In truth, liquidity 
burns a hole through the pocket of the non-committed investor.   
 
Particularly during market storms, the non-committed investor sees an array of competing uses for the 
money—a new truck, a loan to a friend or business, an opportunity in an illiquid real estate holding, or a 
chance at a tempting and compelling private investment.  This is not to say that these are not appropriate uses 
of capital and attractive investment opportunities.  However, experience shows that “revolving door” investing 
typically leads to sub-optimal returns.  It makes sense that the most successful investors in public markets are 
those individuals, institutions, and advisors that make a commitment to creating wealth from investing in 
public markets.  For the successful few, investing in public markets is not a summer romance, but a lifetime 
marriage. 
 
Some investors incorrectly assume that they can capture attractive long-term returns without periods of 
volatility and loss.  Experience shows that careful management has the potential to cushion but not eliminate 
periods of loss.  Fair weather, distracted, non-committed investors do not survive the inevitable periods of 
underperformance and declines.  Instead, the long-term returns flow to the patient investors that show 
conviction to a strategy and process.  The Committed Investor recognizes that rain is inevitable, and that 
thoughtful investment strategies are important components of weathering the storm.  The current gloom will 
ultimately pass, and the Committed Investor will continue to capture returns.  Let’s pause to celebrate and pay 
tribute, because if you are reading this, then you are Committed Investor.   
 
At Lunt Capital Management, we are totally committed to the research, process, and discipline necessary for 
investment success.  It is our passion to protect and grow your wealth.  We love the day to day grind required 
for sustained investment success.  Your trust, the trust of our Committed Investors, is something that we 
treasure.  Today, we pay tribute to you, our Committed Investors. 
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