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Making Sure Your  
Investment Recipe 
Isn’t Half-Baked

A t an investment confer-
ence in New York a few 
years back, I compared 
investment philosophies 

to recipes, using my grandmother’s 
peach pound cake recipe as the 
example. The point of the analogy 
was that when an investor follows 
an investment strategy, just as a 
cook follows a recipe, the outcome 
is very predictable.

For example, a portfolio allocated 
100% to T-bills will never have 
market risk. An investor in such a 
portfolio would never open a state-
ment that shows a balance lower 
than the previous month’s balance. 
The portfolio would, however, be 
very susceptible to inflation risk. 
If that investor isn’t incredibly 
wealthy to begin with, he or she  
will probably run out of money at 
some point, because the invest-
ment return won’t keep pace with 
taxes and inflation. When any of 
this happens, it shouldn’t come  
as a surprise, because that’s the 
recipe that was followed. (Note: 
inflation risk is by far the greatest 
risk most Americans will face over 
time as life expectancies get longer 
and longer.) 

Another example is a portfolio that 
is allocated 100% to stocks on a 
buy-and-hold basis which can be 
very rewarding when the market is 
going up—which is most years. But 

it can be very painful during down 
years, like 2008, which wiped out 
half of the portfolio’s value. Bear 
markets are a fact of life, and they 
can be devastating, but the losses 
shouldn’t be surprising because 
that is the recipe that was followed. 

“Sometimes we’ll  
be wrong, but the key 
is that we don’t stay 
wrong. It’s much easier 
to overcome a 3 – 5% 
mistake than it is to 
recover from a  
30 – 50% mistake.”
As you probably know, at Stadion 
we manage money using tactical 
asset allocation, which aims to 
have your money in the right asset 
classes at the right time. We strive 
to earn a decent return when the 
market is good but we also work 
to avoid large losses when the 
market is bad. Our “winning-by-
not-losing” philosophy has proven 
very effective over the long-term, 
but it certainly isn’t perfect. We 
can suffer whipsaw trades when 
downward market trends are short-
lived, and we’re forced to buy back 
at a higher cost than when we sold. 
Or sometimes the reverse of that 
happens. When the market has 

been going down and we’ve been in 
cash, we might get a buy signal that 
we end up aborting quickly if the 
trend turns down again. 

We realize we can’t be perfect be-
cause the market is unpredictable. 
Sometimes we’ll be wrong, but the 
key is that we don’t stay wrong. It’s 
much easier to overcome a 3 – 5% 
mistake than it is to recover from  
a 30 – 50% mistake.

Some consider it an imperfection 
that our “recipe” can cause us 
to underperform in up markets. 
The truth is, short-term under
performance is more of an emo-
tional frustration than anything else. 
Here are a couple of examples: 

• In the late 1990’s, stocks were 
going up like crazy. Irrational 
exuberance propelled the Dow 

through the historic 10,000 level 
like a rocket. Can you remember 
the giddiness on Wall Street and 
in the financial media? Today, the 
Dow is trading at less than 8,700. 
Capturing every dime of return in 
the late 1990’s didn’t matter if the 
recipe didn’t contain some safety 
measures and none of those gains 
were preserved.

• More recently, stocks had a 
nice 5-year run from October 
2002 until October 2007 when 
the S&P 500 hit a new all-time 
high. Unfortunately for investors 
focused solely on returns, it only 
took 15 months to completely 
wipe out those five years of gains. 
When someone suffers a 50% 
loss, like in the last bear market, 
they need a 100% gain on the 
remaining balance to break even. 
In that instance, buy-and-hold 

becomes buy-and-hope. 
The bottom line: We believe we 
have a great investment recipe 
for a real-life market. With 
our approach, we accept the 
inevitable whipsaw trades and 
underperformance in cyclical bull 
markets in exchange for knowing 
that over time—over full market 
cycles that include up and down 
markets —we can create lasting 
wealth for our clients with our 
winning-by-not-losing approach. 

In case you are curious, below is 
my grandmother’s actual recipe for 
Peach Pound Cake. Enjoy! ■

Tim Chapman explores 
the proper ingredients  
for a sound money  
management strategy.



Stadion Core Advantage Portfolio

Color Fund Date Allocation

FIDELITY GOVERNMENT MONEY MMKT FUND 3/31/09 50%

FIDELITY GOVERNMENT MONEY MMKT FUND 4/16/09 5%

FIDELITY GOVERNMENT MONEY MMKT FUND 5/13/09 40%

FIDELITY GOVERNMENT MONEY MMKT FUND 6/5/09 2%

FIDELITY GOVERNMENT MONEY MMKT FUND 6/30/09 50%

Stadion Managed Portfolio

Color Fund Date Allocation

FIDELITY GOVERNMENT MONEY MMKT FUND 3/31/09 100%

FIDELITY GOVERNMENT MONEY MMKT FUND 4/16/09 5%

FIDELITY GOVERNMENT MONEY MMKT FUND 5/13/09 65%

FIDELITY GOVERNMENT MONEY MMKT FUND 6/5/09 2%

FIDELITY GOVERNMENT MONEY MMKT FUND 6/30/09 100%

Cash Allocations

Asset Allocation 
Commentary
The downturn that started in 
October 2007 lost its footing 
at the end of the first quarter 
2009 and paved the way for a 
productive second quarter. From 
the intermediate bear market low 
on March 9, 2009, the initial rally 
was impressive to say the least. 
Around March 23, the components 
of our model that are price-based 
and short-term in nature signaled 
decreasing market risk and 
improving conditions. But because 
Stadion’s equity model relies on a 
number of indicators to evaluate 
the market, these short-term 
movements alone did not change 
our stance. After continued strength, 
our model led us to increase equity 
exposure on April 8. As the market 
continued to move higher and our 
internal indicators continued to 
be strong, we moved to our most 
bullish stance on April 13. The last 
time such a reading was measured 
was back in October 2007.

Depending upon which market index 
you look at, the latest rally off of the 
March 9 low peaked (on a closing 
basis) anywhere from May 4 to May 
8. Since that time, we have seen an 
aggressive pullback in sectors and 
market indices that had initially  
led the rally. This triggered sell 
criteria on several of our holdings. 
(Our model rules ensure that we do 
not hold any asset if it meets our 
predetermined stop loss level.) The 
markets quickly held and formed 

a zone of support around the May 
15 low—a sign of strength. As a 
result, we made increases to equity 
exposure on May 19 and 20 to 
replace the positions that were sold. 
As the market continued to oscillate 
between May highs and lows, a 
final increase to full exposure was 
dependent upon successful market 
move above recent highs. This 
action took place on June 1. 

Soon after the start of June, 
we noticed a change in market 
dynamics. The succession of higher 
highs, higher lows, and the climb 
through recent resistance changed 
its tune. Our indicators, which 
have been steadily increasing their 
positive levels, started a descent 
toward negative readings. Thus, 
we sold all of our actively managed 
positions by their respective stop-
loss levels during this pullback. 
Current market action calls for a 
position of safety that will either 
be rewarded by further declines 
or turn into a “whipsaw.” While 
whipsaws are frustrating, we have 
no reservations about re-initiating 
equity exposure if dictated by our 
model. Making money during the 
good times is nice, but only if you 
can protect it in the bad times. ■
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Quarterly Review
An overview of how we’ve been managing the
Stadion accounts this quarter.

March 31, 2009March 31, 2009

April 16, 2009April 16, 2009

May 13, 2009May 13, 2009

June 30, 2009June 30, 2009

June 5, 2009June 5, 2009

Stadion Core Advantage Portfolio Stadion Managed Portfolio

Active Management 2Q09
The charts below illustrate the holdings in your portfolio for various periods during the 
second quarter of 2009.

Portfolio Highlights

Key

Color Fund

ISHARES MSCI EAFE INDEX FUND

ISHARES RUSSELL 2000

MIDCAP SPDR TRUST SERIES 1

SPDR TRUST SERIES 1

DIAMONDS TRUST SERIES I

ISHARES MSCI EMERGING MKT IN

ISHARES MSCI BRAZIL

SPDR GOLD TRUST

ISHARES S&P EUROPE 350

ISHARES S&P NA TEC SEC IND F

ISHARES S&P LATIN AMERICA 40

MARKET VECTORS AGRIBUSINESS

RYDEX S&P EQUAL WEIGHT ETF

CONSUMER DISCRETIONARY SELT

SPDR S&P RETAIL ETF

ISHARES MSCI EAFE INDEX FUND

ISHARES MSCI HONG KONG INDEX

ISHARES MSCI MEXICO INVESTAB

MIDCAP SPDR TRUST SERIES 1

SPDR TRUST SERIES 1

MATERIALS SELECT SECTOR SPDR

TECHNOLOGY SELECT SECT SPDR

CONSUMER STAPLES SPDR
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Market Watch

Some Improvement, but 
Uncertainty Persists

Investment Tips

FedEx, GM, Starbucks, and Sears Holding 
Corp. have announced they are cutting 401(k)  
matching contributions this year. According 
to a recent survey released by Nationwide Fi-
nancial Services Inc, 44% of small businesses 
said that they too might have to reduce or 
stop matching employee contributions. As 
more and more companies find this to be a 
vital cost saving strategy, many employees 
see it as robbing them of well-deserved 
compensation—as well as eliminating one of 
the largest incentives for retirement savings. 
So all of this begs the question, “What do I 
do if my company stops matching my 401(k) 
contribution?”

Option 1: Continue Your Contribution 
Without Change

At a minimum, all employees should consider 
continuing to withhold at their current rate. 
Even without the incentive of an employer’s 
matching contribution, continuing to add still 
provides sizable growth to one’s nest egg. Not 
only does your 401(k) plan provide easy, auto-
matic savings, its tax deferred status provides 
savings on federal taxes. Best of all, this option 
requires no action on your part. 

Option 2: Make Up For What Your  
Employer No Longer Contributes

The most ideal option is for employees to 
increase contributions to a level that offsets 
the amount that their employer stopped 
providing. Although saving more may seem 
like a daunting task, recent Hewitt Associates 
research indicates that the average employee 
can bridge the savings gap that a company-
match suspension creates by upping contribu-
tions by just 3% a year. If this amount proves 
to be a burden, even a more modest increase 
can help. Every little bit counts.

Option 3: Stop Contributing

Not contributing to a retirement account for 
even a couple years can place a huge dent 
in total savings. If, however, you must stop 
contributing, the best thing you can do is to 
start back as soon as possible. According to 
Hewitt Associates, a younger worker earn-
ing $50,000 per year who stops contributing 
6% of salary for five years can have up to 
$150,000 less for retirement. Doing a little bit 
of work on the front end can provide exponen-
tially more upon retirement. 

Option 4: Cash Out

DON’T cash out. As enticing as it may seem to 
take the money and run, cashing out has some 
very negative consequences. In canceling your 
retirement plan, you give up 20% or more of 
your account’s value in federal taxes, as well as 
an additional 10% in early withdrawal penal-
ties. This option is clearly not ideal for anyone 
except those in the direst of situations. 

The benefits of retirement savings cannot 
be overemphasized. Even without the added 
incentive of an employer’s matching contri-
bution, the importance of a good retirement 
account doesn’t diminish. If at all possible, 
increase yearly contributions. If such a goal 
seems out of reach, just stay on track. If you 
keep at it now, you’ll thank yourself later. ■ 

A New Addition
Stadion is proud to introduce Holly MacMillan, 
who joined the Stadion marketing team in 
June. Holly has over a decade of experience in 
financial services. A graduate of the University 
of Georgia, Holly has returned to the state 
with her husband David and their two chil-
dren, Chase and Kate, after six years living in 
Richmond, Virginia.

Employee Spotlight
Brad Thompson, CFA was recently promoted 
to Chief Investment Officer of Stadion. Brad 
joined the company in 2005, bringing 20+ 
years of financial analysis, investment manage-
ment, and fund management experience to our 
money management team. Holding a Busi-
ness Administration Degree in Finance from 
the University of Georgia, he is a Chartered 
Financial Analyst and a member of the CFA 
Institute and the Bermuda Society of Financial 
Analysts, as well as a Chartered Retirement 
Plan Specialist.  

Outside of the office, Brad loves spending  
time with Cherie, his high school sweetheart 
and wife of almost 23 years, and watching their 
kids (Lane , 16, and Madison, 13) participate 
in their many activities. An all-around sports 
fan, Brad is a true UGA Bulldog, attending the 
“best tailgate on campus” every fall with family 
and friends. He also coaches youth football 
and baseball and is a leader of the high school 
youth group at Oconee Presbyterian Church  
in Watkinsville.

Stadion News

The Risk of Decreasing Your 401(k) Contribution

The second quarter of 2009 
has come to a close, and once 
again it has been a bit of a roller 
coaster ride. On a positive note, 
this quarter has been one of the 
best for equity markets since the 
fourth quarter of 1998. The S&P 
500 gained 15.9%, the NASDAQ 
Composite advanced 20.3%, and 
the Dow Jones Industrial Aver-
age climbed 12.0%. However, it is 
important to keep these numbers 
in context, because over the final 
few weeks of the quarter, the mar-
ket rally weakened. In fact, since 
June 2 many of the major market 
indices have been negative: the 
S&P 500 is -2.5%, the Dow Jones 
Industrial Average is -3.2%, and 
the NYSE Composite is -4.3%.

For the purpose of explaining what 
has been happening this quarter, 
let’s look at the short-term view 
(atypical for Stadion). The indices 
hit a wall in early June, causing 
them to go nowhere or down. Tech-
nical analysts call this “resistance.” 
Investopedia defines resistance as 
“the price at which a market can 
trade but not exceed, for a certain 
period of time. The price stops ris-
ing because sellers start to out-
number buyers.” The current S&P 
500 resistance level dates back to 
the fourth quarter of 2008. This 
resistance level was first tested in 
January of this year, which led to a 
fall of nearly 30% into mid March. 

Since the March 9 low, the mar-
kets have rebounded amazingly 
well. But even so, all of the major 
indices are still significantly down 
from as recently as one year ago. 
(Looking back to June 2008, the 
S&P 500 is -26.2%; the Dow Jones 
Industrial Average is -23.0%; the 
NASDAQ Composite is -19.1%; and 
the NYSE Composite is -29.5%.) 
While the performance in the past 
few months has been quite nice, 
the severe decline of the markets 
from the October 2007 high into 
the first quarter of 2009 dug a hole 
so severe, that a 50% return is still 
required for buy-and-hold investors 
to break even!

Lots of new concerns have been 
weighing on the markets recently. 
How bad will inflation be in the next 
few years? How will the demise of 
General Motors and other major 
US companies affect the economy? 
Will the housing market stabilize 
in the near term? And of course: Is 
the credit crunch over, or are there 
still issues looming with swaps and 
consumer credit? Many of those 
questions will be answered in due 
time, but we will continue to focus 
on what we know: the movement of 
the markets. As trend followers, we 
do not try to predict what is going 
to happen in the economy or how 
certain government legislation will 
affect companies. We simply try 
to determine when the level of risk 
seems relatively low and when the 
probability of market appreciation 
is in our favor, and then we adjust 
accordingly. ■

Q&A

What Is a Mutual Fund? 
A mutual fund is a type of pooled investment 
vehicle. This means that all of its investors’ 
money is combined and managed like one 
large account. Investors benefit from an 
economy of scale, including lower commis-
sions and management fees.



Interested in  
Learning More about 
Stadion and How We 
Manage Money?
Please visit www.stadionmoney.com to 
learn more about our investment model 
and philosophy. If you have any ques-
tions after visiting our site, please call  
our office at 1.800.222.7636.

Remember
If there have been any changes in 
your financial situation or investment 
objectives or if there are any reasonable 
restrictions or modifications you wish to 
place on your account, please notify us 
by calling 1.800.222.7636.

Vantage Point  
2Q09
A newsletter for investors serious  
about their financial future.

Stadion Money Management
1061 Cliff Dawson Road  
Watkinsville, GA 30677

tel 1.800.222.7636
www.stadionmoney.com

Not Familiar with Stadion?
Stadion is our new company name. We changed our PMFM and 401k Toolbox identities 
to Stadion in order to create one unified and distinct brand. Since we are increasingly 
recognized as an industry leader in money management, there was no better time to 
simplify and clarify our name and what we stand for. But not to worry! Nothing else about 
our company has changed. We have the same owners, money managers, employees, and 
services that are dedicated to helping you prepare for your future. ■




