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Evidence-Based Investing



Disclosures

Investment advisory services are offered through Hicks & Associates Wealth Management, LLC (“HAWM”), an investment adviser 
registered with the Securities and Exchange Commission. Registration as an investment adviser does not imply a certain level of skill 
or training. More information about HAWM can be found in Form ADV Part 2 which is available upon request.

Past performance is no guarantee of future returns. HAWM reserves the right to modify its current investment strategies and 
techniques based on changing market dynamics or client needs. The visuals shown are for illustrative purposes only and do not
guarantee success or certain level of performance. This material contains projections, forecasts, estimates, beliefs and similar
information (“forward looking information”). Forward looking information is subject to inherent uncertainties and qualifications
and is based on numerous assumptions, in each case whether or not identified herein.

This information may be taken, in part, from external sources. We believe these external sources to be reliable, but no warranty is 
made as to accuracy. This material is not financial advice or an offer to sell any product. There is no guarantee of the future 
performance of any HAWM portfolio. The investment strategies discussed may not be suitable for all investors. Before investing, 
consider your investment objectives and HAWM’s charges and expenses. All investment strategies have the potential for profit or 
loss.
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Theodore Hicks, CFP®, CKA®, CMT®

Founder, CEO & Chief  Investment Officer

Hicks & Associates Wealth Management

Graduated NC State December 1998

Joined the industry February 1999

Got the CFP® designation in 2002

Wanted to focus on Financial Planning



1. Current Financial Situation
a) Net Worth
b) Cash Flow
c) Cash Reserves

2. Tax Planning
3. Protection Planning
4. Retirement Planning
5. Estate Planning
6. Investment Planning

Financial Planning
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Why?



“Investing” for the “Long Term”



What Do You Know About 
Investment Planning?



The Theory is Wrong
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The Theory is Wrong



The Theory is Wrong

Neither the 
stock market, 

nor the 
economy fit in 

Gaussian 
statistical 
models!

Rare … right?Rare … right?



Investing with the Trend
Gregory L. Morris (2014)

“In figure 3.3 a look-back period of 1,260 days (5 years) is 
used to calculate an average daily return and the standard 

deviation of returns. ... The average return … was 0.07 
percent, and the standard deviation over the same period 
was 0.71 percent. Therefore, a three sigma move up was 
up to 2.21 percent, and a three sigma move down was -

2.06 percent.”

3 Sigma … is Rare, right?
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3 Sigma … is Rare, right?



Even if it did fit Gaussian 
statistics, 

do you want it to?



Normal vs. Skew



Normal vs. Skew

Negative Trades Positive Trades



The Theory is Wrong



The Theory is Wrong

Correlation:
How similar 

are two things.



The Theory is Wrong



XLB, XLI & XLU in 2008



Did holding this allegedly 
lower correlated asset XLU 
help a portfolio with XLB in 

2008?



So, what’s the point?



Did Diversification Help?
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Did Diversification Help?



In a Bear Market, the only 
thing that goes up is 

correlation.



The Theory is Wrong



Reducing Risk Differently
Designed to Help Mitigate the 
Damage of a Prolonged Bear Market.



Reducing Risk Differently



The Economic Reality of “Investing”



“Investing” for the “Long Term”



“Investing” for the “Long Term”

What does “investing” mean?

Now let’s define “long term”.



“Investing” for the “Long Term”



“Investing” for the “Long Term”



A National Crisis Would Become 
Your Crisis



Secular Bear



Cyclical Bulls within Secular Bear



All-Time Highs within Secular Bear



Adjusted For InflationSecular Bear



Federal Debt as Percentage of GDP

We cannot afford to 
keep adding to the debt.

118%



Interest Payments > Defense Spending

We now spend more on 
interest payments than we 

do on national defense!



Federal Surplus or Deficit

Deficits Have Gotten Out of Hand!
Getting worse since the 1970s!



Raising Taxes Won’t Cut It



Secular 
Trend 

Change

Pressure on Budget Will Grow



Rising 
Channel

Pressure on Budget Will Grow



Rising 
Channel

Pressure on Budget Will Grow



“Sovereign debt is often thought 
of as the best possible debt 

because the government issuing it 
usually has broad power to raise 

taxes to service the debt. …”

Safe No More?



“… For countries like the United 
States that have never failed to 

perform on federally issued debt, 
there is a strong expectation that 

the full faith and credit of the 
country will continue to back 

their bonds. …”

Safe No More?



Modern Portfolio Management: 
Moving Beyond Modern Portfolio Theory
Todd E. Petzel (Wiley 2022) 

Safe No More?

“… But a spotless sovereign credit 
history is the exception rather 

than the norm.”



Evidence-Based Investing
Theodore Hicks



Safe No More?

“Debt crises are inevitable. 
Throughout history only a very 
few well-disciplined countries 
have avoided debt crises. …”

How Countries Go Broke: 
The Big Cycle
Ray Dalio (Avid Reader Press, 2025)



How Countries Go Broke: 
The Big Cycle
Ray Dalio (Avid Reader Press, 2025)

Some Hope

“Most debt crises, even big ones, 
can be managed well if economic 
policy makers spread out their 

negative impacts.”



Portfolio Math



1st Principle:

Cut our losses short, but let our profits run.

Portfolio Math



Portfolio Math



What’s better?

One Trade with a 25% Return?

Five Trades each with 5% Returns?
• 25%

• 5% compounded 5 times = 27.6%

Portfolio Math



What’s better?

One Trade with a 50% Return?

Five Trades each with 10% Returns?
• 50%

• 10% compounded 5 times = 61.05%

Portfolio Math



Portfolio Math



Portfolio Math



Allocation x Gain/Loss = Contribution to Return

25% Stock ABC x 25% Gain = 6.25% for Portfolio Return

25% Stock ABC x -4.5% Loss = -1.125% damage to Portfolio

Portfolio Math
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25% Stock ABC x 25% Gain = 6.25% for Portfolio Return

25% Stock ABC x 25% Gain = 6.25% for Portfolio Return

25% Stock ABC x 25% Gain = 6.25% for Portfolio Return



Assume a $400,000 Portfolio

$100,000 x 25% Gain = $125,000

Portfolio Math

$125,000 x 25% Gain = $156,250
$156,250 x 25% Gain = $195,313

$195,313 x 25% Gain = $244,141

4 Hypothetical Trades



Assume a $400,000 Portfolio

$100,000 Trades  $244,141

Portfolio Math

$300,000 Was Never Invested

($544,141 - $400,000) / $400,000  36% Return

4 Hypothetical Trades



Portfolio Math

Is this ‘investor’ taking a lot of risk to get that return?



Portfolio Math

Does this ‘investor’ need to be fully invested all year?



Allocation x Gain/Loss = Contribution to Return

25% Stock ABC x 25% Gain = 6.25% for Portfolio Return

25% Stock ABC x -4.5% Loss = -1.125% damage to Portfolio

Portfolio Math



Start with Small Positions to Gain Traction

1% Stock ABC x -4.5% Loss = -0.045% damage to Portfolio

Shifting Back to Offense



As You Gain Traction …

… Increase the size of your trades.

Shifting Back to Offense



This is why we wait to increase 

our position sizing until after

we’ve gained traction.



Supply & Demand



Supply & Demand

Do the same principle of economics apply to 
the stock, bond and commodities markets?



Supply & Demand

If the supply is limited, 

And there is increasing demand,

What will happen to price?



Supply & Demand

Actual Trade Examples
Nothing is Guaranteed



Supply & Demand
Actual Trade Examples
Nothing is Guaranteed



Supply & Demand
What happened here?



Supply & Demand

Javier Milei Wins Election

Looks like Demand 
Outstrips Supply.

We buy here.



Supply & Demand

Javier Milei Wins Election

In 11 days, ARGT is 
up ~9-10% from our 

buy point.

We sell half.



Supply & Demand

Javier Milei Wins Election

What happens next?

We rejoice that we sold half.



Supply & Demand

Javier Milei Wins Election

What happens next?

We rejoice that we kept half!



Supply & Demand
What happens next?

Close Trade

Start New 
Trade



Supply & Demand
What happens next?

Cut Loss Short

Avoided … 
Much Bigger Loss
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Overhead Supply … Wrung out
What happens next?

Close Trade
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Overhead Supply … Wrung out
What happens next?

Close Trade



Our Investment Philosophy

1. History teaches us that the stock market does
experience prolonged periods of negative 
environments.

2. We do not know where the market is going.

3. We must have a plan for either direction, our clients 
are counting on us.



Our Investment Philosophy

We do not predict.
We prepare.



Multi-Strategy Models
2 Quant + 2 Tactical

+ Fixed Income

Quant Strategies

Tactical Strategies



Multi-Strategy 
Models

2 Quant + 2 Tactical
+ Fixed Income
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Investment advisory services are offered through Hicks & Associates Wealth Management, LLC (“HAWM”), an investment adviser 
registered with the Securities and Exchange Commission. Registration as an investment adviser does not imply a certain level of skill 
or training. More information about HAWM can be found in Form ADV Part 2 which is available upon request.

Past performance is no guarantee of future returns. HAWM reserves the right to modify its current investment strategies and 
techniques based on changing market dynamics or client needs. The visuals shown are for illustrative purposes only and do not
guarantee success or certain level of performance. This material contains projections, forecasts, estimates, beliefs and similar
information (“forward looking information”). Forward looking information is subject to inherent uncertainties and qualifications
and is based on numerous assumptions, in each case whether or not identified herein.

This information may be taken, in part, from external sources. We believe these external sources to be reliable, but no warranty is 
made as to accuracy. This material is not financial advice or an offer to sell any product. There is no guarantee of the future 
performance of any HAWM portfolio. The investment strategies discussed may not be suitable for all investors. Before investing, 
consider your investment objectives and HAWM’s charges and expenses. All investment strategies have the potential for profit or 
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Evidence-Based Investing

Get Introduction & 1st Chapter free at:

www.TheodoreHicks.com



LinkedIn

Connect & Engage 
on 

LinkedIn:


