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“It Doesn’t Matter”

After a very long time in the investment business, you get used to being asked a lot of the same
questions over and over. Among them, What do you think of the market? What is your
opinion on interest rates? Do you anticipate a recession? What will be the impact of the
election? Etc. In our opinion, the answer to these questions and those like them, is for the long-
term value investor: 1T DOESN’T MATTER. What does matter is being a long-term value
investor. That is, investing with at least a five-year time horizon, using the price disciplines of
P/E, book value, and dividend yield. History shows that the combination, surprisingly, tends to
smooth the unpredictable year-over-year performance of stocks, as you will see later in this
report.

While all the troublesome concerns don’t matter for the long-term value investor, they do
matter a lot for the average investor. To illustrate this view, we show in the table below the
performance if one were unfortunate enough to have bought into the market at one of the worst
possible points in history, the highs of January 2000. We then compare the performance of value
to the S&P 500 for the 2-year, 5-year, and 10-year periods after those highs.

S&P 500 vs. Value (Bottom 20% of S&P 500 by P/E)
Annualized Returns from January 1, 2000

2-Year (Annulalized) 5-Year (Annualized) 10-Year (Annualized)
Value +20.02% +17.38% +10.92%
S&P 500 -17.00% -2.30% -0.95%

Past performance is no guarantee of future results. For illustrative purposes only.

Some of the highest profile advisors have said that for individual nonprofessional accounts, one
may be better off just buying into an S&P 500 index fund. This may be good advice 60% or 70%
of the time but as we see in the example in the table above, the advice can be disastrous.

Buy Low — Sell High

It seems obvious to buy stocks when they are at their lows and sell them at their highs. But
to do that is probably the biggest challenge facing the investor. Why? Because as markets
keep going higher, in a melt-up like the one we have at present, we believe it is very difficult to
sell due to FOMO (Fear of Missing Out). Every time there was a correction in the recent market,



it was a buying opportunity. A reversal is very difficult to recognize, and it is equally difficult
to sell at a lower price than the recent higher price. Then, when the market finally drops to a
level when it has become an extremely attractive buy, the other “F” sneaks into play — and that
is FOLE (Fear of Losing Everything). Often, investors then panic as they scramble to get out of
stocks and into cash.

Recently, The New York Times highlighted the excitement of the S&P 500 making new
highs 14 times just this year and going through 5,000 for the first time. To me, this was a
flashback to the 1960s when I was the equivalent of a millennial. After years of the Dow making
new consecutive highs in the sixties, The New York Times headline showed the index going
through 1,000 for the first time (The photo below is a copy of the article — that is me in the back).
It is hard to believe from that time in 1968, the Dow never broke through 1,000 for another 14
years. | believe this illustrates how dynamic and unpredictable markets can be in these melt-up
and blow off cycles. Interestingly, in the 14 years from 1968-1982, while the Dow was flat,
the performance of the value stocks (the bottom 20% of the S&P 500 on a P/E basis) was
up an astonishing 750% over the 14-year period.
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Melt-Up Market

The term melt-up market was coined in the 1980s by Ned Davis whose definition was a market

moving up without an intervening 10% correction. As we see it, the present market has all the

earmarks of such a market. For example, Morgan Stanley recently highlighted that from

November 1, 2023 to March 1, 2024, US equities saw an uninterrupted string of weekly highs,

which was the longest in 80 years. The current melt-up was only interrupted with a more than

10% correction back in 2022. If not for that, we believe we would be reaching a point
2



approaching 1,000 days, which puts us in line with prior bubble-creating eras -- the speculative
market of the Roaring 20s lasted about 1,000 days, the 1960s bubble went on 830 days, and the
buildup of the dot.com bubble of the 1990s for 1,767 days.

Market history shows that what powers the melt-up periods, and their duration, is different
in each case. But once they peaked, what followed was a long period of underperformance
of the most popular stocks.

The Advantage of Long-Term Investing

On the first page, we discussed our view on the advantages of the long-term value strategy. There
were approximately 50 5-year periods dating back to 1968. Over that time, only three periods
were basically flat and the 5 years following each of those flat periods produced powerful
annualized returns of +21%, +31% and +35%. See tables below for the annualized 5-year
returns.

S&P 500 Bottom 20% by P/E — Annualized 5-Year Returns

Bottom 20% by P/E
2019-2023 10.91% 1993 - 1997 22.50%
2018-2022 5.06% 1992 - 1996 18.65%
2017-2021 9.82% 1991 - 1995 23.95%
2016 -2020 7.79% 1990 - 1994 11.85%
2015-2019 8.98% 1989 - 1993 15.98%
2014 -2018 6.36% 1988 - 1992 18.11%
2013-2017 17.57% 1987 - 1991 13.05%
2012-2016 17.19% 1986 - 1990 10.52%
2011-2015 13.69% 1985 - 1989 21.16%
2010-2014 17.68% 1984 - 1988 20.04%
2009-2013 25.27% 1983 - 1987 20.06%
2008 -2012 5.64% 1982 - 1986 27.74%
2007 -2011 2.41% 1981 - 1985 24.79%
2006 - 2010 5.61% 1980 - 1984 24.53%
2005-2009 4.81% 1979-1983 27.31%
2004 - 2008 0.23% 1978 - 1982 24.39%
2003 -2007 18.16% 1977 - 1981 20.38%
2002 - 2006 16.16% 1976 - 1980 26.06%
2001-2005 15.77% 1975-1979 30.73%
2000 - 2004 17.38% 1974 - 1978 21.06%
1999 - 2003 14.30% 1973-1977 14.18%
1998 - 2002 7.01% 1972-1976 14.06%
1997 - 2001 16.09% 1971-1975 7.59%
1996 - 2000 16.63% 1970- 1974 0.42%
1995 - 1999 19.72% 1969 - 1973 -0.88%
1994 - 1998 18.66% 1968 - 1972 7.96%



Performance (Annualized) Following Difficult 5-Year Periods

Poor Five-Year Bottoms 20% Following Five- Bottom 20%
Periods by P/E Year Periods by P/E
1969-1973 -0.88% 1974-1978 21.06% (Annualized)
1970-1974 0.42% 1975-1979 30.73% (Annualized)
2004-2008 0.23% 2009-2013 25.27% (Annualized)

Past performance is no guarantee of future results.

The Ten-Year Bond

Since 10-year bond is a major competitor of the strategy, below are all the rolling 10-year
periods for the bottom 20% of the S&P 500 by P/E dating back to 1990.

S&P 500 Bottom 20% by P/E — Annualized 10-Year Returns

Bottom 20% by P/E

2014-2023 8.61% 1990-1999 15.72%
2013-2022 11.14% 1989-1998 17.31%
2012-2021 13.44% 1988-1997 20.29%
2011-2020 10.70% 1987-1996 15.82%
2010-2019 13.25% 1986-1995 17.04%
2009-2018 15.42% 1985-1994 16.41%
2008-2017 11.45% 1984-1993 17.99%
2007-2016 9.55% 1983-1992 19.08%
2006-2015 9.58% 1982-1991 20.17%
2005-2014 11.06% 1981-1990 17.44%
2004-2013 12.05% 1980-1989 22.83%
2003-2012 11.73% 1979-1988 23.62%
2002-2011 9.07% 1978-1987 22.21%
2001-2010 10.57% 1977-1986 24.00%
2000-2009 10.92% 1976-1985 25.42%
1999-2008 7.03% 1975-1984 27.59%
1998-2007 12.45% 1974-1983 24.15%
1997-2006 16.13% 1973-1982 19.18%
1996-2005 16.20% 1972-1981 17.18%
1995-2004 18.55% 1971-1980 16.46%
1994-2003 16.46% 1970-1979 14.58%
1993-2002 14.49% 1969-1978 9.55%
1992-2001 17.36% 1968-1977 11.03%
1991-2000 20.23%

Past performance is no guarantee of future results.
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Conclusion

At the current time, we believe investors should ignore interest rate speculation, election
and recession worries, and all the other distractions found in the daily headlines about the
market. Instead, we think investors should focus on investing with a value discipline for
the long term.

Jim Cullen

Past performance does not guarantee future results and there is no assurance any trend will continue. Investing in the stock market
involves gains and losses and may not be suitable for all investors. Investing in equity securities is speculative and involves risk.
Investing in foreign securities involves greater volatility and political, economic and currency risks and differences in accounting
methods. Dividends are subject to change and are not guaranteed. Dividend income is just one component of performance and should
not be the only consideration for investing.

Cullen Capital Management, LLC. (CCM) is an independent investment advisor registered under the Investment Advisers Act of 1940 and
is doing business as Schafer Cullen Capital Management, Inc. (SCCM). The Cullen Funds Trust (CFT), SCCM and CCM are affiliates. This
information should not be used as the primary basis for any investment decision nor should it be considered as advice to meet your
particular investment needs. The portfolio securities and sector weights may change at any time at the discretion of the Adviser. It should
not be assumed that any security transactions, holdings or sectors discussed were or will be profitable, or that future recommendations
or decisions will be profitable or equal the investment performance discussed herein. A list of all recommendations made by SCCM within
the immediately preceding period of not less than one year is available upon request. Holdings are subject to change at any time.

The S&P 500 Index is a market capitalization-weighted index of 500 companies in leading industries of the US economy. The index is
unmanaged and has no fees. An individual cannot invest directly in an index.

The views and opinions expressed are for informational and educational purposes only as of the time of the writing/production and may
change at any time. The material may contain “forward-looking” information that is not purely historical in nature. Such information may
include, among other things, projections, forecasts, estimates of market returns, and proposed or expected portfolio composition. All
information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or
warranty as to the current accuracy, reliability, or completeness of, nor liability for, decisions based on such information, and it should
not be relied on as such. 20240521.45555.



