
 
 

 
 
 

Quarterly Report – March 31, 2010 
 

In the last Quarterly Report I opened with a short description of the investment style that 
Hanlon Investment Management uses.  We heard from a number of our readers who 
were pleased with that reminder, so here again I list a few simple points on how we 
manage your portfolio. 
 

 We do not “buy and hold” anything!  Instead we look for good, positive trends 
(funds that are going up), invest in those funds and monitor them closely.  
When the investments (funds) weaken enough, we sell.  We attempt to identify 
positive trends and then participate in the appreciation.  Just as importantly we 
attempt to avoid large losses.  We call this “Active Tactical Asset Allocation”.  
Of course there are no guarantees we will be successful in this pursuit.   

 When we sell, we could be reinvesting into conservative money markets or into 
another positively trending fund. 

 In industry terminology, we use a combination of Modern Portfolio Theory and 
Trend Following. 

 We offer a broad line-up of Portfolio Allocations to meet the needs of a range of 
investor types, from conservative to the more aggressive. 

 
Quarter-In-Review 
 
Stocks started the year in positive territory, then experienced their largest pullback since 
the equity bottom in March 2009, and then rose to reach new recovery highs.  But those 
recovery highs have come with more volatility, especially so in February, as illustrated in 
the chart on the next page. 
 
The equity corrections experienced in late October 2009, and then again in February of 
this year had some equity asset classes, such as domestic small-cap and emerging 
markets, correcting from as much as -10% to -15%.  When you compare the chart of the 
Red Line, which is domestic high yield corporate bond funds, to the other three colored 
lines, you can see that the domestic high yield corporate bond funds continue to provide a 
much smoother rise.  That is what we seek for our clients.  
 
We continue to believe that our Trend Following strategies are the most appropriate for 
investors in these markets.  We will continue to administer those strategies and we 
remain very positive about the potential for good risk-adjusted returns over the long-term. 
 
 
 



September 30, 2009 to March 31, 2010 – Equities and High Yield Corporate Bonds 
The Red Line is an equally weighted index composed of two hundred twenty domestic high yield corporate bond funds.  The Green 
Line is the iShares MSCI Emerging Markets Index, an index of emerging (international) market stocks.  The Blue Line is the Russell 
2000 Index, an index of primarily smaller US companies.  The Pink Line is the S&P 500 Index, an index composed of the largest US 
company stocks. 
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Investment Management for Retirement Planning is More Important Than Ever! 
 
The secular bear market of the past decade was especially challenging to many retail 
investors, who came to expect 10% annual returns after the raging bull markets of the 
1980s and 1990s, when stocks rose on average 16.6% and 17.6%, respectively.  
 
Is it time for a reversion to the mean with stocks generating their long-term “average” 9-
10% per year for the coming decade?  History suggests another bull market for U.S. 
stocks is coming and the 2010’s will likely be better than the 2000’s.  Why?  There have 
never been two consecutive “calendar” decades of negative returns in U.S. stocks.  But 
one thing remains certain, volatility will continue.  There may be great profits realized, and 
then given back, if investors continue to subscribe to only a “buy and hold” approach to 
investment management.   
 
NYSE Performance by Decade 
1970’s   6.6% 
1980’s   16.6%  
1990’s   17.6% 
2000’s   -0.5% 
Source: WSJ 

 
Let me be clear here; we are not against a buy and hold approach.  We just highly 
recommend that investors diversify the investment strategies and have a portion of their 
portfolios invested in “non-buy and hold” strategies.  One of those non-buy and hold 
strategies is the Hanlon Modern Portfolio Theory and Trend Following combination. 
 



Social Security Retirement Benefits Statement 
 
Instead of reporting further about the investment markets, I am going to draw your 
attention to Social Security.  This information will apply to both those that have not yet 
started to receive Social Security as well as those that already do - everybody.  Have you 
seen your Social Security Benefits Projections statement lately?  Below please find a 
copy of an actual statement.  Notice anything?   
 

 
 
See how the “order” of the benefits presentation has changed.  At one time the age 62 
benefit was listed at the top, now it is at the bottom of the order.  The revised income 
presentation order is first at age 66, then at age 70, and then oh, yes, if you really want 
that income earlier, you can also have it at age 62.  Why has the Social Security 
Administration made this modification to the statement?  Who knows?  Maybe they don’t 
want us to take the benefits at age 62?  It could be that they know that based upon 
current life expectancies they will save money if we all wait until age 66, or even age 70, 
to begin receiving monthly benefits.  (Please Note: This is not a recommendation of when 
you should take your benefits, examine that with the assistance of your Financial 
Advisor).  Perhaps they have also done this to prepare us for the possibility (probability?) 
of a revision to Social Security Benefits, perhaps both the age at which it begins as well 
as the amount of the benefit.  The press is rife with stories about the possible changes, 
including the below short list: 
 
 Increase the age before Social Security benefits begin, 
 Decrease the monthly Social Security benefit, 
 Institute means-based testing that will reduce or in some cases eliminate Social 

Security benefits for those with high levels of non-Social Security income as well 
as those with substantial investment assets, and 

 Raise the Social Security tax, by both potentially increasing the percentage 
(currently at 6.2% for both employee and employer) and increasing the wage-base 
(currently at $106,200).  Oddly enough, 2010 is the first year in a long time that the 
social security tax wage-base has not increased.  I have inserted a table below on 
this wage-base history. 

 



Year 
Wage-
Base Increase 

Social Security 
Employer and 

Employee Share 

Total 
Contribution to 
Social Security 

2010 $106,800  0.00% $6,621.60  $13,243.20  

2009 $106,800  4.70% $6,621.60  $13,243.20  

2008 $102,000  4.60% $6,324.00  $12,648.00  

2007 $97,500  3.50% $6,045.00  $12,090.00  

2006 $94,200  4.70% $5,840.40  $11,680.80  

2005 $90,000  2.40% $5,580.00  $11,160.00  

2004 $87,900  1.00% $5,449.80  $10,899.60  

2003 $87,000  2.50% $5,394.00  $10,788.00  

2002 $84,900  5.60% $5,263.80  $10,527.60  

2001 $80,400  5.50% $4,984.80  $9,969.60  
 
The point of this brief review of Social Security is to remind you that we know how 
important it is for you to be successful in your personal investment portfolios.  Having the 
Hanlon Investment Management strategy on your team is an important aspect of being 
prepared for the possible upcoming adjustments to Social Security Benefits, as well as 
the many other needs that you may have.  You and your Financial Advisor have taken 
important steps together in identifying Hanlon as a good solution for your investment 
needs.  We thank you for the opportunity to be of service and will continue to work hard in 
meeting your expectations. 
 
Thank you,  

 
Sean Hanlon, CFP 
Chairman, CEO and Chief Investment Officer 
 
* This Quarterly Report contains general information that is not suitable for everyone. The information contained herein should not be construed as 
personalized investment advice. Indices are rebalanced monthly by market capitalization. Indexes are unmanaged and investments cannot be made in 
an index. The High Yield Equally Weighted Index is an average of over 220 bond funds taken from the Investors Fastrack Database. The High Yield 
Equally Weighted Index cannot be invested in directly without incurring costs. Standard & Poor’s 500 (S&P 500) is an unmanaged index of 500 common 
stocks traded on the New York Stock Exchange that is widely used as an indicator of market trends.  Russell 2000 is an unmanaged index comprised of 
2000 smaller company stocks and is generally used as a measure of small cap stock performance. MSCI EAFE is a stock market index of foreign 
stocks, from the perspective of a North American investor. The index includes a selection of stocks from 21 developed markets but excludes those from 
the U.S. and Canada. MSCI Emerging Markets is an index created by Morgan Stanley Capital International (MSCI) that is designed to measure equity 
market performance in global emerging markets The Emerging Markets Index is a float-adjusted market capitalization index.  The performance of an 
index does not reflect any fees and charges associated with individual investments or investment advisory accounts.  It is not possible to invest directly 
in an index.  Hanlon Investment Management defines the High Yield Weighted Index to be a superior investment for its clients as having high returns 
and less volatility. Past performance is not a guarantee of future results. There is no guarantee that the views and opinions expressed in this Quarterly 
Report will come to pass. Investing in the stock and bond markets involves the risk of gains and losses and may not be suitable for all investors. 
Information presented herein is subject to change without notice. Hanlon has experienced periods of underperformance in the past and may also in the 
future. The returns represented herein are total return inclusive of reinvesting all interest and dividends. Hanlon Investment Management, Inc. (“Hanlon 
Investment Management”) is an SEC registered investment adviser with its principal place of business in the State of New Jersey. Hanlon Investment 
Management and its representatives are in compliance with the current registration and notice filing requirement imposed upon registered investment 
advisers by those states in which Hanlon Investment Management maintains clients. Hanlon Investment Management may only transact business in 
those states in which it is notice filed, or qualifies for an exemption or exclusion from notice filing requirements. This Quarterly Report is limited to the 
dissemination of general information pertaining to its investment advisory services. Any subsequent, direct communication by Hanlon Investment 
Management with a prospective client shall be conducted by a representative that is either registered or qualifies for an exemption or exclusion from 
registration in the state where the prospective client resides. For information pertaining to the registration status of Hanlon Investment Management, 
please contact Hanlon Investment Management or refer to the Investment Adviser Public Disclosure web site www.adviserinfo.sec.gov  For additional 
information about Hanlon Investment Management, including fees and services, send for our disclosure document as set forth on Form ADV from 
Hanlon Investment Management using the “contact us” link at www.hanloninvest.com information herein. Please read the disclosure statement carefully 
before you invest or send money.  


