
 

  

 

 
  

 

 
 

   
   

 
  

 
   
  

  
   

 
 

  
   

   
 

 
   

  
   

 
 

    
 

  
  

  
 

  
 

  
 

  

TD Wealth 

Global Risk Controlled Equity (GRCE) 

June 2020 

GRCE is an equity focused investment strategy managed by The Morton Group. The strategy seeks to 
maximize risk adjusted returns. Investors seeking to maximize returns in the equity markets may not be 
aware that they are also possibly maximizing risk to their capital. We balance client portfolios, working to 
maximize returns while minimizing risk. 

We classify risk in two ways: 

1. The risk of large drawdowns in the strategy. Excessively large drawdowns cause undue 
stress to investors, potentially causing them to change longer term asset allocation. By holding 
ETFs that typically move up in price when stocks are falling, drawdowns can be reduced. 

2. The risk of permanent loss of capital. We use Exchange Traded Funds (ETFs) that are 
widely diversified, each one typically holding hundreds of stocks. Investors purchasing 
individual stocks are subject to significant single company risk. Indexes such as the S&P 500 
hold 509 different stocks, substantially reducing the risk of a permanent loss of capital. We 
accept the tradeoff that by diversifying there is a smaller chance of large gains had we correctly 
picked a single winning stock. 

The stock market has become more volatile in 2020, with big price moves seen almost daily. In our view, 
it is an appropriate time to reduce equity risk, particularly when the price swings are seemingly not 
linked to economic performance. 

To lessen GRCE's performance being dependent upon the ups and downs of the equity markets (referred 
to as the portfolio "Beta") we added several new ETF positions to the portfolio in late March. 

"Risk On" 

We have two stock ETFs providing our "risk on" market participation: 

• S&P 500 ETF (from Vanguard, symbol VSP) - This gets us exposure to the largest stocks in the 
U.S. Importantly, the S&P 500 has a large weighting to the FAANG stocks (Facebook, Apple, 
Amazon, Netflix, Google) + Microsoft, providing exposure to positive economic disruption. 



 

 

  

 

  
 

 
 

    
   

  
  

  
   

  
 

   

  
 

   

  
 

 
   

  
   

 
 

 

 
  

     

   

   

     

 
 

  

   

   

   

   

 
 

 
 

         
       

 
 
 
 

• NASDAQ100 (from Invesco, symbol QQC'F) - This also gets us large US stocks, but with a 
larger tilt towards technology stocks.    

"Risk Off " 

The following five ETFs are "risk off" ETFs that we use to cushion losses on the stock ETFs when stock 
corrections occur.  Our expectation is that these "risk off" ETFS have, collectively, a positive return in the 
long run. Basically, they are designed and held in the portfolio to dampen volatility in times of substantial 
equity market corrections. We have added several different ETFs in this portion of the portfolio to 
maximize diversification: 

• Anti-Beta (from AGF, symbol QBTL) - This ETF buys low volatility stocks and shorts high volatility 
stocks. Historically, low volatility commonly outperforms high volatility when stocks are falling. 

• Mid-term US Treasury Bonds (from Horizons, symbol HTB) - This ETF buys US Government 
Bonds maturing in 7 to 10 years. Historically, demand for these bonds usually increases when 
stocks fall as investors look for potentially safer investments. 

• Long-term US Treasury Bonds (from iShares, symbol TLT) - This ETF buys US Government 
Bonds maturing in more than 20 years. Historically, this has added diversification to the mid-term 
bonds as periodically one has outperformed the other. 

• Tail Risk (from Cambria, symbol TAIL) - This ETF is a mix of Mid-term US Treasury Bonds and of 
out of the money put options on the US market. A put option is very much like buying insurance on 
the stock market. You pay a premium for the right to sell stocks (or indexes) at a minimum price. 
Historically, this insurance has performed well when stock prices are falling. 

• Physical Gold (from iShares, symbol CGL) - This ETF owns gold. Historically, the price of 
gold can rise when stocks prices fall, as investors look for potentially alternative investments. In 
our view inflation will be an issue in several years. Gold has historically increased in price over the 
long term with a positive price relationship to increasing inflation. 

The Current Strategy Composition (as of June 2, 2020) 

Risk On 
Vanguard S&P500 ETF VSP 18.75% 
Invesco QQQ ETF QQC'F 12.50% 
Risk Off 
Horizons US 7-10 Year Treasury Bond 
ETF HTB 12.50% 

iShares 20+ Year Treasury Bond ETF TLT 12.50% 
Cambria Tail Risk ETF TAIL 12.50% 
iShares Gold Bullion ETF CGL 12.50% 
AGFIQ US Market Neutral Anti-Beta ETF QBTL 18.75% 

Some of these ETFs are quite technical, don't hesitate to ask for further detail on any of them or anything 
related to our GRCE investment strategy. 

Tim Morton, CFA 
Vice  President  
Portfolio Manager 

Daniel Morton, CIM 
Associate Investment Advisor 
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The Morton Group is a part of TD Wealth Private Investment Advice, a division of TD Waterhouse Canada Inc. which is a subsidiary of The Toronto 
Dominion Bank    

The information contained herein has been provided by The Morton Group and is for information purposes only. The information has been drawn from 
sources believed to be reliable. Graphs and charts are used for illustrative purposes only and do not reflect future values or future performance of any 
investment. The information does not provide financial, legal, tax or investment advice. Particular investment, tax, or trading strategies should be 
evaluated relative to each individual's objectives and risk tolerance. 

Certain statements in this document may contain forward-looking statements (“FLS”) that are predictive in nature and may include words such as “expects”, 
“anticipates”, “intends”, “believes”, “estimates” and similar forward- looking expressions or negative versions thereof. FLS are based on current 
expectations and projections about future general economic, political and relevant market factors, such as interest and foreign exchange rates, equity and 
capital markets, the general business environment, assuming no changes to tax or other laws or government regulation or catastrophic events. 
Expectations and projections about future events are inherently subject to risks and uncertainties, which may be unforeseeable. Such expectations and 
projections may be incorrect in the future. FLS are not guarantees of future performance. Actual events could differ materially from those expressed or 
implied in any FLS. A number of important factors including those factors set out above can contribute to these digressions. You should avoid placing any 
reliance on FLS. 

Commissions, management fees and expenses all may be associated with investments in exchange-traded funds (ETFs). Please read the prospectus or 
summary document(s) before investing. ETFs are not guaranteed, their values change frequently and past performance may not be repeated. ETF units 
are bought and sold at market price on a stock exchange and brokerage commissions will reduce returns. ETFs do not seek to return any predetermined 
amount at maturity. 

All trademarks are the property of their respective owners.® The TD logo and other trademarks are the property of The Toronto-Dominion Bank or its 
subsidiaries. 
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