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ABSTRACT: In this collection, we—the staff of 228Main.com—offer foundational concepts and 
practices that are pertinent to every one of our clients. We hope this collection explains how our 
core values and principles guide our investment and communication strategies and tactics. 
These words should help convey the outlook, perspective, and context that inform our work. We 
hope it’s another way that you, the client, can (figuratively) join us in our shop and tour our 
thinking for a little while. After all, you are what matters. It’s an honor to share our thoughts with 
you here. 
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INTRODUCTIONS 
 
Welcome! We imagine each of you has joined this tour for a different reason. 
 
Maybe you’re an old friend—a neighbor from our days living on the eastern edge of beautiful Louisville, 
Nebraska? Maybe you’re a friend of a friend, trying to learn more about what makes us tick at 
228Main.com. Maybe you’re totally new to our enterprise but are seeking a fresh perspective. 
 
In any case, we are glad you’re here. After decades in business, we have been able to hone our skills and 
expertise—and discover what matters most. We’ve developed communication strategies that allow us 
to spend more and less time talking to our clients. 
 
Let us explain. Our experiences have helped us grow our wisdom about investing and wealth 
management, but things truly took off only after we paused to reflect on how we were spending our 
time. We discovered that too much of our time was spent delivering key ideas, one by one, to individual 
clients. We were building trust and common ground, yes, but it left little room for other activities: 
namely, identifying new opportunities for those same clients. This wasn’t just about an inefficient use of 
resources; this mismanagement was also disrespectful to our clients and their investment potential. 
Surely, there was a better way. 
 
After an initial investment in some consulting and digital resources, we developed a system for 
delivering key ideas: the blog, email updates, and social media presences (at LinkedIn, Facebook, and 
Twitter) became the channels for getting our voices to clients. They also became repositories for the 
themes of our work. Communication changed from a desperate necessity to an integral habit: a practice. 
 
We do talk more now—but “more” is about the mileage and efficiency of our words and ideas. You 
wouldn’t be reading this collection, and we wouldn’t have had the resources to create it, if we hadn’t 
found a way to talk less. We get to be less repetitive (although those who know our founder might laugh 
at that idea), and so many more conversations get to start at a deeper, more intimate place than they 
would have otherwise. There’s more space now for a variety of relationships, from the oldest client to 
the newest acquaintance. 
 
As our communications have developed, our ideas have become newly accessible. Gone are the days 
that a phone call or an appointment are the only way to get to know your financial advisor. We believe 
our materials, including this collection, give you (the clients) the flexibility to hear from us as you please. 
It’s your time, your schedule, and your lifestyle. You can pick up this text at any time of day, on a variety 
of devices. You can leave off wherever you please. 
 
And if you feel ready to email us or call, our conversation will begin that much more warmly for you to 
be willing to listen and get to know us here. We are not interested in convincing you of anything or 
courting your business. It’s taken decades, but we’ve finally distilled our goals to their core: we are 
aimed at growing our clients’ buckets. We believe that we will succeed when our clients do. Twisting 
anyone’s arm does not serve that aim. 
 
Instead, we want to open this collection by sharing the types of questions a client can expect from us: in 
fact, in the section that follows, we lay out exactly the expertise we need you to bring to the table. 
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THE EXPERT OF YOU 
 
We weren’t going to drag that out or try to scare you. The “expertise” we’re talking about is quite 
manageable, in our opinion, and it’s a burden you manage every day! 
 
We need you to be the expert of you. 
 
Life comes with many questions, infinite in variety. Should I buy a home, live somewhere else, go back to 
school, retire in the sun, spend time differently, have more children, get a dog, invest in solar panels, 
change careers, take Social Security now? 
 
Knowing yourself is the foundation of great decision-making. In approaching the above questions, you 
might also consider backing up and asking yourself about even more essential issues. 
 
What do you want? Where are you headed? What are you trying to accomplish in life? 
 
We do our best to understand your feelings, your goals, your objectives, what you are trying to do and 
to be in life. And we add all the pertinent numbers and financial expertise, in terms you can work with, 
so that you can make good decisions. To help you sort things out, we’ll need you to inform us about… 
you. You are the expert of you. 
 
If this is a role that seems a little uncomfortable or overwhelming, consider taking it one question at a 
time to discover what’s essential. In addition to the questions we’ve suggested already, consider: 
 

• What are your thoughts and feelings about work and about retirement? 

• Where do you want to wake up every day? 

• What is your philosophy about a legacy to future generations? 
 
You will never get trick questions from us, and we’re not prescribing any particular answers to these 
questions. 
 
We respect your expertise about your personal goals and objectives. You are why we’re here. 
 

ABOUT US 
 
Before we get into too much detail about our philosophies, let us tell you more about who we even are: 
our history and business model, how we use our expertise to serve clients, and how we make our 
decisions. 
 
First, the tour: welcome to 228 Main! 
 
My name is Mark Leibman. I have been enchanted by the markets and the economy since my college 
days. And my whole career has been about helping people plan and invest to strive toward their life 
goals. It is all I ever wanted to do. 
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The early years of my career were filled with experiences across most types of personal finance. Then, in 
August 1996, I began the enterprise that became the business you know today. It started at the kitchen 
table of our home in the Eastwood neighborhood of Louisville. My biggest assets were all intangible—a 
curiosity about finance, a passion for the markets, and a desire to use these things to help people get 
where they wanted to go. My wife Cathy and I had four kids, a mortgage, and a burning ambition to 
keep the checking account above zero. The lower level of the house was dedicated to Cathy’s licensed 
childcare business. Within a few years, a bedroom upstairs freed up as one of our children moved out. A 
couple of years after that, in 2000, the quaint commercial Victorian building at 228 Main in downtown 
Louisville became available—and we bought it. Thank goodness for understanding bankers! 
 
The building dates to 1900, a brick commercial Victorian structure like the ones that dot so many small 
town Main Streets across the country. My brother Paul and I did the work to get the place ready for 
business, and he became my first assistant. Paul, a retired firefighter, was a man of many talents. He 
refinished the wood floors, and we patched and painted the walls together. By the time the first round 
of inexpensive furniture began to show its wear, my wife Cathy was working here and directed an 
upgrade to the comfortable and functional pieces here now. The careful restoration reflects the timeless 
values we cherish; our occupation and the maintenance reflect our desire to maintain a sustainable, 
useful practice. 
 
Our human resources have grown in ways I couldn’t have imagined in those early days. Paul was my first 
employee, then Cathy, as I mentioned. Today, more people from our circles have brought their talents 
to the enterprise. 
 
Greg Leibman’s talents are a chief asset in our research and how we strategize. Yes, Greg and I are also 
related—he is one of my children. Greg does valuable work in a number of areas. He is the primary 
contact when folks call the office with questions about their accounts. He assists with investment 
research, doing special projects, and screening the market for potential holdings as well as following the 
news on current holdings. When the time comes to make changes in portfolios, Greg makes trades 
under my direction. It is hard to believe he started here at the end of 2009. 
 
Larry Wiederspan came to us after more than thirty years in banking. I knew decades ago that he would 
make a great addition, and the pieces fell in place back in 2014. He has a wonderful background for all 
the paperwork and compliance duties required of us these days. Clients also love that we have a 
dedicated technology ambassador to coordinate 24/7 online account access, the electronic signing of 
documents, and going paperless for those who prefer. 
 
Patsy Havenridge joined the office in early 2018, providing support to Larry Wiederspan’s duties in client 
services. Her experiences in various professional office settings make her important to the team. 
 
Billy Garver offers his services full-time as Data Analyst. A statistician and teacher by training, Billy brings 
a new perspective to the research process. 
 
Since 2018, Caitie Leibman—yep, yet another—brings experience as a professional editor, writer, and 
teacher to help shape and create content to improve client relationships and communication. She is 
Communications Director. 
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Others have also helped shape the enterprise along the way. Max Leibman—yes, another of the 
Leibman children—served part-time, using his years of experience in project management to create a 
new operating system for the office. 
 
In 2019, Alexandra Leibman—no joke—came in as a contractor to support both creative and technical 
aspects of projects like the one before you. 
 
My office is right back here, across from the coffee maker. I believe that five cups a day keeps the 
Alzheimer’s away, and that is important to anyone like me who plans to work to age 92. You’ll notice 
that I sit at a partner’s desk: it is the same on both sides. When you sit down, we meet as equals. We 
think true genius lies in finding clarity, creating a shared understanding —not in acting like some high 
priest. 
 
The machinery on my side of the desk connects to a thousand times the resources any investment 
professional had back when I got registered to do business, and it comes at a tiny fraction of the cost. 
For people who read voraciously and study long hours, we truly live in a golden age. And it’s all portable: 
we can work from anywhere with my cell phone and internet access. 
 

WHAT, WHY, HOW, FOR WHOM? 
 
We want all clients to have access to our thoughts. We post a new story or article to the blog once or 
twice a week, highlighting our philosophy or key investment concepts or thoughts on events of the day. 
We run short daily short commentaries at a choice of venues: Facebook, Twitter, or LinkedIn. It’s almost 
like chatting out front on the sidewalk, talking about whatever seems most pertinent or interesting at 
the moment. We’ve been blogging, commenting, tweeting and otherwise communicating digitally for a 
while now. A diligent follower, after much reading, would be able to determine what we are all about. 
Here, however, let us offer the basics. 
 
What we do. We help people manage their finances to pursue their life goals. We get paid as financial 
consultants who manage advisory accounts on a fiduciary basis—putting client interests first—for a 
percentage fee. The larger your account, the better our revenues: our sole business objective is to grow 
your buckets. The talk is all free, as is any supplemental financial planning work to connect your money 
to your real life. We are not a sales organization. We have no “new business” goals. Our object is to 
grow client buckets. 
 
Why we do it. Mark Leibman is obsessed with the economy, markets, and financial plans and planning. 
We are contrarians, we do our own thinking, and we find great satisfaction in the gratifying work of 
helping people realize their plans. Mark plans to work until age 92. 
 
How we do it. The Strategic Asset Management platform offered by LPL Financial is well-suited to our 
strengths and interests. It affords the opportunity to own a wide variety of investments in an 
individually-managed account, structured to work toward specific goals. Our key activities are talking to 
clients, researching investments, and managing portfolios. 
 
For whom. Our most important work is for those who need their money managed effectively over the 
long term, really. A minority of people have so much they could never spend it all; others have no long-
term resources to manage. We primarily serve folks in the middle. 
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The most vital qualifications, however, have nothing to do with money. Our methods and strategies 
require a good philosophical fit with our clients. 
 

THE BEST CLIENTS IN THE WORLD 
 
We know that we work for the best clients in the world. How do we know? Our relationships grow when 
we agree on our overall outlook. Our clients possess (or can entertain): 
 

• An underlying confidence that the country endures its challenges and emerges on the far side. 
You might be a candidate if you understand that although the world may end at some point, we 
can choose to invest as if tomorrow could be better than today. 

 

• An understanding that we seek to build for income and not necessarily account value. Our 
clients know the wisdom of owning the orchard for the fruit crop, so to speak. 

 

• An understanding that short-term fluctuations—volatility—should not trigger selling out at low 
points or bad times. We believe in knowing where necessary cash will come from as well as 
having some money in the bank. But long-term wealth needs to be managed for the long term, 
and that involves ups and downs. Volatility is not the same as risk. 

 
A Different Relationship, A Different Perspective. 
 
We defer to you about the things you know best, and we talk to you about the things we know best. Our 
business proposition is that we are the experts on certain topics. Of course, there are many experts on 
every topic. But what may set us apart is this: we won’t pander to your thoughts and feelings when we 
know better. 
 
We do not try to sell you on our strategies by chasing the hot topics or hyping the trends. If we believe 
something won’t be good for you, we aren’t participating, no matter the hype. As contrarians, we 
recognize that the crowd is sometimes very wrong. When an investment idea is at the peak of 
popularity, it may be overpriced and due for a fall. 
 
You, the client, are at the center of our practice, but this is a relationship. In some shops, it’s easy 
enough to go with the flow, to deliver on-demand whatever a client might desire. Our attitude about 
this may cost us in the short run: when we refuse a transaction, it sometimes upsets people. But if it 
turns out that we helped someone avoid a potential loss, they may connect the dots and reward us with 
a higher opinion about our intentions and integrity. 
 
We aren’t this way because we are saintly. It is simply a more effective way to live. When you give us 
space to employ our expertise, we believe we can put it to work for you. 
 
This helps us focus on getting better. It frees us from wasting time on things we cannot control. We have 
more time to communicate with you about the things on which you are the expert—your goals and 
aspirations. In this relationship, you have to be the one to identify the purpose of this investing project. 
That is your area of expertise. 
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Around each new year, folks sometimes ask us about our targets for the next year—how much new 
business, how many new clients, and so forth. Clients have to choose where they do business, so we 
learned a long time ago that the best way to grow our business is to grow your buckets. If our clients are 
better off, we are hitting our “targets”: our expertise has nothing to do with chasing strangers around. 
 
When we communicate freely back and forth about our different areas of expertise, good things may 
happen. 
 
Feelings and Numbers. 
 
We’ve been talking a lot about goals. You may think of your goals in different language—your “dream 
retirement,” your “ideal lifestyle.” Daydreams, brainstorms, and fantasies are fine places to start, but to 
help make the vision materialize, we have to engage with our feelings and face the numbers. 
 
Feelings are vital in making good decisions about your life and plans. What would be the point of goals if 
we didn’t consider how it feels to be you and to live your life? The numbers are important, too. The 
numbers don’t necessarily have to be part of your goal. (This is why we’re here.) If you can find the 
language for what you want—“What if I were able to leave this job and go do this?” or “What if I could 
fund this move?”—we can work with that. 
 
In the next step, we do all the arithmetic there is to do. By quantifying everything that should be put 
into numbers, we will have a much easier time navigating our choices and making decisions. 
 
For example, you as a client might have feelings about whether to start Social Security sooner or later. 
You may believe that if you claim benefits at the earliest age, you will be better off: this way, you will 
ultimately collect a greater number of monthly payments. This vision may bring you a sense of relief or a 
feeling of happiness at maximizing the payments. On the other hand, you may also consider that if you 
defer until later, you could be better off because each payment will be higher. That brings you a feeling 
of pride at the thought that your patience could literally pay off (in this one sense). Then we come in and 
do the arithmetic. This step may bring detail and clarity to the choices. Together, we might discover that 
there is a breakeven point out there that applies to you at a certain age. If you were to live longer, the 
numbers say deferring benefits is a better option. If you were to pass away sooner, you would have 
come out best by taking benefits early. Figuring out which option works best, at what age, is a question 
of arithmetic. 
 
Here’s an interesting thing about this decision: nobody knows the date that is going on their death 
certificate, so numbers cannot “prove” which choice is better. 
 
We won’t know until we find out. 
 
But the numbers do help us better understand the meaning and consequences of our choices—
something that our feelings alone can’t do. We figure out what we want with our feelings. We learn 
everything we can learn from the numbers. We use both to arrive at a thoughtful, knowledgeable 
decision. When people make decisions without any numbers or with nothing but numbers, sometimes it 
does not work out. 
 
“We deserve a large new home, so we’re buying one!” 
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“Our taxes would be lower if we moved to another state in retirement, so we are moving!” 
 
Sure, you bet. But in each case, how do the numbers work together with all your other goals? How do 
the numbers work with how you want to feel as you live your life? 
 

OUR CORE PRACTICE 
 
It’s taken time to recognize how each part of our operation works together, but from our years of work, 
the framework has become clearer with practice. 
 

VALUES, PRINCIPLES, STRATEGY, AND TACTICS 
 
When our enterprise was founded, we had an idea that everything in our thinking was connected. We 
were fairly certain our practice was a coherent one. The framework in our minds went something like 
this: 
 

• Our tactics arise from our strategies. 

• Our strategy springs from our principles. 

• Our principles are based on our values. 
 
Our principles have been clearest to us from the beginning, and we have recited them endlessly ever 
since. (Avoid stampedes in the markets. Seek the best bargains in the investment universe. Own the 
orchard for the fruit crop.) We form strategies—long-range plans for pursuing your goals and 
objectives—in accordance with those principles. We use the tactics—those actions and moves—we 
believe will advance the strategy. 
 
No decision is surefire, of course. But this framework has kept us pointed in the right direction. 
 
The fuzziest part? Those values. We have always felt like we knew what we were about. But at the 
beginning we did not have words to describe it. 
 
Now, the perspective of Mark’s long career brings clarity, and life has brought its lessons about what’s 
important. 
 
We would not claim that our every thought and deed meet the standard of our values. But our values 
are core, and they will continue to influence what we do. 
 

• The opportunity is to wake up every day and make the most of it. Whether the challenges are 
great or small, the resources abundant or few, the formula applies. 

 

• The meaning of money is often years, lifetimes of work and thrift—and we respect it as such. 
Each person’s money is important to them, and to us. 

 

• We can provide value to each other. This is the basis of win-win relationships, in which all 
benefit, in mutual service and shared humanity: this is the only sustainable type of relationship. 
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THE CORE PRINCIPLES 
 
We mentioned that our principles have been among the brightest of our guiding stars. Three principles 
direct our attention: avoid stampedes, seek the best bargains, own the orchard for the crop. We’re not 
sorry about it, but you’ll hear us repeat them—probably ad nauseam. 
 
Principle One: Avoid stampedes. 
 
In our line of work, there are countless product providers out there competing for our attention. We get 
approached by plenty of product representatives who want our business—and your money. Both are 
finite resources, so most wholesalers end up disappointed. However, we like talking to them as they do 
us a vital service: they tell us which way the stampede is going. When everyone is looking for exciting 
new products that are not correlated to stock market returns, geez, are the product providers ever 
ready to sell. 
 
We understand the desire to seek safety, to follow the crowd. When times are uncertain, the crowd 
seems comfortable, right? But we believe that safety is not to be found in following the herd. Mark is 
from the fine city of Omaha, Nebraska—famous for its stockyards and slaughterhouses. We know that 
when the cattle are all getting steered together, it rarely ends well for the cattle. 
 
We are contrarians by nature. When a lot of people tell us that a lot of people are buying the same 
thing… our instinct is to get far, far away. The economy and the markets always carry a degree of 
uncertainty. No guarantees. But the sales pitches we hear actually make us feel confident—if lonely—
working our own investment philosophy, undeterred by the herd. 
 
Day-Night, Day-Night, Day-Night. 
 
A long time ago, a toddler posed a question to Mark: “Did you ever notice how it goes day-night, day-
night, day-night?” 
 
Surprised, he said “What does?” 
 
She replied, “The world!” 
 
The three-year-old had undertaken her innocent quest to observe and understand the world as it is—
and it contains a vital lesson for investors. The corresponding question for investors expresses the most 
basic aspect of the economic and business world: “Ever notice how it goes up-down, up-down, up-
down?” 
 
Cycles and volatility are every bit as central to the investing world as night and day are to the physical 
world. When the sun sets, we know better than to panic about whether it will ever rise again. Can you 
imagine if at sunset all your neighbors rushed to the store and cleared the shelves of every battery and 
flashlight, just in case this was the end of sunlight? That scenario has “stampede” written all over it. 
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When the markets turn, it is equally fruitless to worry that they are going to stay down forever. Markets 
don’t go up forever, either. Investors get lured into bubbles by the notion that the good times are here 
to stay. How many people did you hear saying “You can’t lose money in real estate” in 2007 or “You 
can’t lose money in tech stocks” in 2000? They might as well have been saying that the sun wouldn't 
ever set. 
 
While markets may not be as reliable as the sun, we believe that over the long run we will see more 
“up” than “down.” When everyone else is convinced that a market can only go up-up-up or down-down-
down, we know what to call that: a stampede. And we steer clear. 
 
The Anatomy of a Bubble. 
 
It’s not just hindsight. The formation of a potential bubble is recognizable. Early on, a small number of 
money managers and other sophisticated investors begin speculating that a given asset may be 
undervalued, so they establish small investments in the hopes of future gains. As these initial 
investments start to pay off, other managers begin to notice the success and follow suit. This slowly 
ramps up the price. 
 
There may be one or more temporary selloffs as early investors decide that their speculation has already 
paid off and they pull out of assets that they perceive as now overvalued. Sometimes, this is as far as the 
price fluctuation goes. 
 
But when a rising price gets media attention, this can signal a true bubble. At this point, the price may 
already be significantly beyond asset value; the original “smart money” investors’ reasons for buying 
may no longer be true. As the general public hears the success stories connected to these rising prices, 
however, more and more people buy in. This drives the price up even more—and reinforces the already-
wrong perception that an easy money-making proposition has been discovered. 
 
As the bubble nears its peak, wise investors quietly exit: they realize the price is both unjustified and 
unsustainable. 
 
Latecomers with little understanding of their holdings invent new explanations to rationalize the 
extreme overvaluations the bubble has created: they believe the old rules no longer apply and the 
inflated price must be a new normal. 
 
At some point, reality catches up and triggers a cascade in the price. The bubble begins to deflate, 
although bullish investors may try to deny that this is happening: they see the initial decline as a buying 
opportunity, creating short-lived recoveries before the bubble goes into its final plunge. It’s over. 
 
The aftermath of the bubble often leaves the asset so despised it becomes badly undervalued, which 
ironically creates buying opportunities for savvy investors—and could eventually generate the start of 
the next bubble, many years down the line. 
 
We already know the lesson here: avoid the stampede. When we hear everyone else is buying 
something, it’s tempting to join in. But even when it seems like the price just keeps going up and up, we 
know what could be around the corner. 
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All these ideas, briefly, help capture our first principle. Yes, we steer clear of stampedes. So if that’s 
what we avoid, then what do we go after? 
 
Principle Two: Seek the best bargains. 
 
Our second principle—seek the best bargains—lets us sort “the market” into its pieces. The three major 
asset classes are stocks, bonds, and cash alternatives. 
 
Cash and its alternatives at times earn practically zero-point-nothing interest rates; bonds are barely 
better. Diving one level deeper into stocks, we find that some sectors and industries are expensive and 
others appear to be bargains. So how do we identify those bargains? 
 
The Comfort of Li(n)es. 
 
Change is the only constant, the saying goes. And yet many of us experience the very human tendency 
to believe that current conditions will continue. It can be comforting to believe that we can know 
something about the future just by extending a trend. 
 
When gasoline first hit $4 per gallon in the 2000s, predictions abounded that the price would rise to $7. 
We call this tendency “straight line” thinking because it involves looking back over a limited time, finding 
a straight line, and extending it into the future. Gasoline was $1.50 in 2002 and $4 in 2008; clearly, 
obviously, anybody could see the trend! Many concluded that $7 gas was indeed on its way. 
 
Nature abhors straight lines. Straight line thinking requires selectively ignoring the wider historical 
context. When we zoom out and appreciate a longer time frame, those cycles are clearer: up-down, up-
down, up-down. 
 
Like the tides or the seasons, cycles seem to offer a more useful way to think about the world. So, our 
quest is to find good values—bargains—that may be due for a change in direction as the cycle turns. Our 
contrarian method of investing is no guarantee of success. All of our clients have had the experience of 
owning a supposed bargain that became cheaper (or even much cheaper). Yet it is the most promising 
way to approach investing, in our opinion. Change is the way of it. 
 
Every Drug on the Shelf. 
 
We cannot be sure where the bargains are, but defined simply, we look for investments that seem 
healthy and that seem to be at historically low valuations. We recognize this means buying unpopular 
investments. Fine by us. In fact, we rely on this. (See above regarding stampedes: the more of something 
everyone else is buying, the more expensive it is going to get.) 
 
A natural consequence of our approach is that our portfolio construction may not be as diversified as 
conventional wisdom dictates. But we are not interested in trying to own everything. We want to own 
the bargains. Yes, it’s fair to say we won’t be able to find all of them in time, and it’s fair to say our picks 
will not always be right. We may miss out on some high-flyers because we thought they were too 
expensive to buy. Sometimes our “bargain” pick doesn’t prove to be one. 
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Generally, though, we believe our odds are better if we at least try this approach. Imagine an alternative 
approach. It would be like going to a doctor who prescribes every drug on the shelf—in case one of 
them works. “Chances are some of them will make things better and some of them will make things 
worse, but in theory, one of them has to be the right one.” 
 
Wouldn’t you bolt on a doctor like that? 
 
There are many unknowns, in medicine and investing. A doctor may have to attempt a few courses of 
treatment to find one that works. Similarly, we may implement a few promising tactics at the same 
time. Some don’t work out and need to be replaced. We think it is reckless, however, to grab a little bit 
of everything rather than completing the due diligence to seek strategic investments. "Every drug on the 
shelf” seems to be a popular, if lazy, strategy with some investment professionals. Not so with us. Seek 
those bargains. 
 
Principle Three: Own the orchard for the fruit crop. 
 
A farmer cultivates a modest but lush orchard of apple trees. Every year, they reap a bountiful harvest of 
fruit to feed their family, with some surplus to sell for other foods and necessities they can’t grow on 
their own. 
 
Every once in a while, the neighbor comes by and offers to buy all the trees for firewood. Even for a 
generous price, the deal would be foolish: the money gained in the sale would sustain the family for a 
while, but the family would miss out on the harvest of new crops year in and year out. The burst in 
income pales in comparison to the loss of what a well-tended orchard could provide long into the future. 
The farmer doesn’t sell. 
 
The neighbor keeps coming back to ask, but one day they’re in a foul mood even as they ask: firewood 
sales are struggling as the market has been flooded by cheap wood. The neighbor still wants to buy the 
trees, but they can only offer a fraction of the price they could before. If the farmer wouldn’t sell the 
orchard when the price was high, why on earth would they sell it when the price is low? 
 
The lesson: as long as the meaning of the orchard is to provide the fruit crop to live on, it shouldn’t 
matter what price someone may quote for it. 
 
The parable of the orchard and the fruit crop is useful in many investment situations. For those of us 
planning to retire on our investments, we would do well to heed the lesson. Many retirees plan to live 
on a portfolio of income-bearing investments. We know that investments are subject to volatility, and at 
some point in your retirement you will probably see price swings in your investments. (Even government 
bonds and other conservative investments are not immune.) 
 
But your ability to pay bills and buy groceries doesn’t depend on the market value of your holdings: it 
depends on the dividends and interest payments they generate. As long as your “fruit crop” is secure, 
you have no reason to sell your orchard. Therefore, it doesn’t matter what someone wants to buy it for. 
 
Investors, like farmers, sometimes suffer crop failures. There are no guarantees. But it is the stability of 
your income that should concern you first and foremost, not the stability of your price. 
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Filling Your Investment Basket. 
 
We believe in investing for the long haul. Regardless of your investment objective, having more money 
in the future is better than having less money in the future, yes? Our goal is to maximize total returns 
over a long time horizon. 
 
However, sometimes we need to draw down investment assets: if you need some money soon, we may 
not want to keep all of it in investments tailored for potential long-term gains. Planting grain will grow 
you more grain in the long run but having seeds in the ground does you no good if you need grain to eat 
right now. So, while we like investing for total return potential, sometimes you need a different mix in 
your basket to work toward your goals. 
 
For immediate needs, nothing beats cash. You may not see much (if any) growth on cash or equivalents, 
but it’s always right there if you need it. 
 
If you don’t need money in hand right away but still expect to spend a chunk of money by and by, short-
term CDs and investment-grade bonds may earn a little more. You can’t spend them on demand, but 
they have a face amount that they’ll pay back in the not-so-distant future. 
 
For a middling approach, diversified investment portfolios are a step between lower-risk securities and 
more volatile holdings like individual stocks. Such portfolios can include a wide variety of investments. 
They can potentially capture some market growth—without the same level of volatility presented by 
investing only in individual stocks. 
 
Our total return philosophy is built around the principle of seeking the biggest bargains in the 
investment universe, which sometimes leads us to more aggressive holdings such as individual stocks. 
These holdings are volatile in comparison and not great places to park money you may need sooner 
rather than later. We know that our preference for total returns does not always fit with your specific 
goals. Bringing these other types of holdings into the mix allows us to put together an investment basket 
that will accommodate your needs. Are some big expenses looming? Let’s figure out what the orchard, 
the crop, and the supplies need to look like for those short-term goals and the big picture. 
 

SIMPLE ENOUGH? 
 
Together, the three principles guide our strategy. 
 
Avoid stampedes: remember that many forces are cyclical in nature and watch for that human tendency 
to rationalize those forces toward predictability and certainty. 
 
Seek the best bargains: we don’t want a little bit of everything. We want some of the stuff with the best 
potential for growth. We are selective. 
 
Own the orchard for the fruit crop: investing is by definition a long-term enterprise. We gear our 
attention toward income and overall growth—never to value alone. 
 
Our principles may make sense on paper, in theory, but investing is also a felt experience. (Remember 
the discussion about numbers and feelings?) Let’s explore some more tangible examples of how these 
things apply in practice. 
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PRINCIPLES IN ACTION 
 

ISN’T IT SCARY OUT THERE? 
 
We’ve talked about cycles. The ever-changing tendencies of the markets are often described as 
“volatility." To enact our core principles in our investment strategy, we have to reckon with our 
relationship to volatility. 
 
Outcomes May Vary. 
 
After the recovery from the 2007–2009 financial crisis, we had some time to converse with folks about 
how well things had worked out in the end: for our clients, memories of the turmoil had faded, and 
account values began to reach new highs. Two clients—a couple—sat in the office having one such 
conversation with Mark. The less-financially-involved partner interrupted the discussion. 
 
“I just have one question,” they said. “A lot of our friends lost half their money in the stock market. A 
couple of them even had to go back to work after retiring. Aren’t we in the stock market, too? How 
come we came out all right and they didn’t?” 
 
You probably know the answer. Most of the unfortunate folks who lost half their money turned a 
temporary downturn into a permanent capital loss by selling out at the lows. 
 
Please notice how we characterized the panic. The “temporary downturn” we’re talking about included 
massive failures on the part of big institutions, waves of mortgage defaults, unprecedented action by 
Congress and the Federal Reserve, massive dollar losses in the markets, and the economic pain involved 
with high unemployment and massive uncertainty. 
 
Those unfortunate folks, who sealed their losses, did not perceive those conditions as a “temporary 
downturn” as we did. We’re not suggesting we were unfeeling or oblivious, either. We all experienced 
concern or fear or anxiety. So, we all faced the same circumstances, a series of major economic and 
financial events that were beyond our control. The thing that mattered, however, was the one thing in 
our control: our reaction to these events. 
 
In the long view, these events happened in the context of history and need to be judged for what they 
mean across decades, across a lifetime. This context shows us that the “panic” is indeed a temporary 
downturn and certainly not an occasion to actively ruin our financial position. Most of our clients have 
lived through episodes of 10% unemployment, 16% mortgage interest rates, no gasoline at the gas 
stations, and years of devaluations in their wealth due to inflation—not to mention wars, assassinations, 
school children coached for nuclear disaster, and recession after recession. All of these difficulties 
proved to be transitory, producing only (you guessed it) temporary downturns. 
 
Long-term investment success does not require perpetual optimism or rose-colored glasses. It does 
take, however, either a sense of confidence that we will handle whatever challenges may come our way 
or a resolution to maintain our investment strategies anyway. From a tactical standpoint, we do need to 
know where our income will come from; we keep the stores of cash we need to meet our short-term 
goals. Our comments above pertain to long-term or permanent capital. But we can decide together 
what type of relationship to volatility best suits your needs. Panic is not invited to the conversation. 
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What to Hold for Your End of the World Portfolio. 
 
Our entire investment philosophy is underwritten by a simple, fundamental belief: tomorrow will be 
better than today. 
 
We can’t know whether this will be true of every single tomorrow, but we’re pretty sure it’s reflective of 
the long-term trend. Though they say, “Past performance does not guarantee future results,” human 
civilization has a track record—thousands of years long—of always pushing onto bigger and better 
things. Without this belief, the idea of investing is pointless. Investment, by definition, implies 
confidence in the future. 
 
We know that there are troubles in the world, as any news source will remind us. Clients sometimes 
come to us fearing that the latest bad news is a signal of a total catastrophe coming at us. Again, we 
choose to take the long view. 
 
But even if those who are panicking are correct, here’s a newsflash: if the latest trouble in the world 
means it’s all about to end, it isn’t going to matter what investments you own. Your meanest neighbor 
will still be trying to steal your canned goods. 
 
The ideal portfolio for the end of the world is the one that will serve you best in the event that the end 
of the world fails to show up. 
 
They Say You Can’t Handle the Truth. 
 
The conventional wisdom in the investment business is that clients can’t handle the truth. Our whole 
business is built around the idea that you can. Some are born this way, and others may be coached to 
handle the truth. The stakes are quite high, because those who can handle the truth about investing 
may be more likely to enjoy success at it. 
 
We humans do have some tendencies which are both deeply rooted and counterproductive to informed 
investing. The easy path for an advisor would be to pander to those tendencies, confirm your fears, pat 
you on the back, and take your money. Adherents to flawed conventional wisdom show their colors 
pretty readily: 
 

• They promote the idea that the pain of a loss is twice as great as the pleasure of a corresponding 
gain. Scared? They will promise to protect you from that pain rather than help you put “losses” 
in perspective. 

 

• They talk about temporary downturns as if they were actual losses, a disservice to long-term 
investors. 

 

• They claim arithmetic works against investors, since a 20% loss must be followed by a 25% gain 
in order to break even, right? 

 

• They sacrifice total returns on the altar of expensive new products or stagnant investments in 
the hope of reducing volatility. 
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We, on the other hand, believe you can handle the truth. And we’ll share it with you, plainly. Our 
experience confirms these truths: 
 

• Long-term investing always involves living with volatility: there is no way around it. 
 

• The “pain” of a “loss” is optional. It may be offset by the joy of finding bargains or ignored in the 
confident knowledge that downturns are temporary. The economy and markets always muddle 
through and eventually recover. 

 

• According to Standard & Poor’s records over a century’s experience with the Dow Jones 
Average, so far every 20% loss has been followed by a greater than 25% gain. 

 

• The “right way” to do it isn’t some yet-to-be-discovered wonder product. The right way to do it 
is to invest for the long term, in accordance with proven principles, with timeless strategies and 
timely tactics, in a manner that can get you to your goals. 

 
We believe that people who keep some money in the bank—and who know where their needed cash 
flow will come from—can usually live with our methods and strategies guiding at least part of their 
wealth. And we know that others may not be able to do it. Some lack the confidence that the system will 
endure; others just cannot tolerate fluctuating account values. It takes all kinds to make the world. 
 
But our aim is to add value to those who can handle the truth, as we’ve defined it here. We work hard to 
educate and train and impart perspective and context… and it has worked. 
 

WHY NOT BOTH? 
 
In the financial industry, we often hear a curious approach among some of our colleagues, something 
like, “Managing investor behavior is the key task for advisors, not managing investments.” That 
framework assumes there is an either/or choice, that investors must choose one or the other of these 
two approaches. 
 
There are two flaws in the assumption: it does not have to be an either/or deal and some fraction of 
people don’t actually require babysitters in their investment behavior. We believe in embracing both 
approaches. We can move among the roles available. 
 
It may be true that raw human nature is generally counterproductive to sound investing. (Behavioral 
economists tend to think so.) Our theory is that attitudes and behavior can be deliberately shaped. Our 
experience with individuals over time has shown that shaping our outlook, together, has proven to be to 
their benefit—and ours. You are one of those individuals. Maybe general principles that apply to most 
people do not apply to you. Also, of course, you have free will. And we believe people can learn. All 
these things are true at once. 
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So, we spend a great deal of time and effort talking to you, our clients. We communicate about the 
mindsets and strategies and tactics we believe are effective. But that is only part of the job. As legendary 
investor Charlie Munger put it at the 2015 Berkshire shareholders meeting, “If people weren’t wrong so 
often, we wouldn’t be so rich.” By avoiding stampedes in the market, we may sidestep poor situations 
that others are getting into. And by seeking the best bargains, we are looking for holdings that others 
may be wrong about. 
 
In other words, two of our fundamental principles about investment management are founded in the 
belief that investment selection does matter (because people are often wrong), but then investor 
behavior becomes the creator of opportunities for our clients… not a problem to be managed. 
 
Clients, we keep saying you are special: this is why. We believe your investment behavior is exemplary. 
Knowing what you own and why you own it—operating in accordance with sound principles and 
strategy—makes it easier to behave effectively. These things reinforce each other. Manage behavior, or 
manage investments? It isn’t either/or. Let’s pay attention to both. 
 

THE TRUST WE SHARE 
 
Communication helps us move through the rough patches and down times. Every day we are grateful 
for you, whom we believe to be the best clients in the world. You talk to us, you listen to us, we usually 
understand each other. 
 
We work to communicate in various ways, but our two-way street is paved by trust. You have to know 
we won’t get mad when you ask a pointed question. (If it is in your head, we want to hear it.) You trust 
us enough to start a dialogue when you think we may not be on the same page. When there is 
something you think we should know, from a development in your life to an investment idea, you tell us. 
And we trust that you can handle the truth. If we need to acquaint you with some aspect of a changing 
reality as we see it, we do so. 
 
Our mutual trust and straightforward communication are key to living with ups and downs. Our best 
guess is that things will turn out well, on balance, over the long haul. Of course, we can offer no 
guarantees. 
 

WORKING TOGETHER 
 
We’ve got our principles in place. We’ve established some roles and routine practices that are useful in 
our client relationships. Now what? How do we get to work? 
 

MAKE SENSE OF YOUR FINANCIAL PLANNING 
 
Tools for financial planning abound. If you go looking, you will find a great many resources at your 
disposal, from online calculators to special spreadsheets to professional financial planners who can help 
you chart a course for your future. Whether you’re using online tools or seeing a professional face-to-
face, the logic they will use is often the same. 
 
First, you’ll likely be encouraged to sit and total the major expenses you expect to face over your 
lifespan—debt, partnerships, childbirth or adoption, college, houses, retirement, and so on. 

https://twitter.com/m_delamerced/status/594518237984993281
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Then, whether working with a computer tool or a human, you’ll divide the grand total of your expenses 
over the number of years you expect to live through and pay them off and adjust for compounding 
interest. 
 
Finally you’ll arrive at a target percentage of your income that you should be saving each and every year 
in order to afford these major milestones. 
 
Well, geez, you’ll realize that calculations like these usually produce worrying results. This arithmetic 
often “reveals” that you must put aside an enormous amount of income or you will never be able to 
afford to retire. 
 
Fortunately, there are a couple of crucial flaws in this reasoning. You may find some relief in 
remembering, for instance, that you are not paying for all these milestones at the same time. As we 
advance through our lives, new expenditures come up and old ones go away. Young families often stay 
up late worrying how they’re going to pay for a house, kids, college, and retirement, and the answer is 
simple: not all at once. 
 
Substitute any milestones that are relevant to your life and your goals, but as an example, let’s consider 
some typical milestones we encounter among our clients. When a client buys a house, the money they 
were setting aside for a down payment turns into money they set aside for kids. When they send their 
kids off into the world, the money they were setting aside for them turns into money the client can set 
aside for retirement. 
 
You don’t have to save for all your big expenses in advance: your cash flow (which will tend to increase 
as your earning power grows with age and experience) will help accommodate different expenses at 
different moments in life. Don’t get us wrong: saving more money is better than saving less money. But 
it’s important to remember what you’re saving money for in the first place, so that you can spend 
money on the things you want and need in life. 
 

THE ANT AND THE GRASSHOPPER, REVISED 
 
Most of us are familiar with Aesop’s fable of the ant and the grasshopper: the ants spend their summer 
toiling away, building nests and storing food while the grasshopper lazes about. The grasshopper eats its 
fill and makes merry. Each party thinks the other is foolish: the grasshopper tells the ants they should 
relax and enjoy life, while the ants admonish the grasshopper to work harder and prepare for winter. In 
the end, the ants have the last laugh. Winter comes: they have food and shelter while the grasshopper is 
left wanting. 
 
It should be noted that Aesop was not a bug expert. If he had been, he might have realized that 
grasshoppers only experience a few months of adulthood. They don’t exactly live long enough to get on 
board with this whole “seasons” thing. In this light, the grasshopper was quite wise to ignore the ants’ 
advice. He lived his life to the fullest, with no time wasted on unnecessary labor. 
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The true moral might go more like this: it is equally foolish to hoard wealth we’ll never use as it is to 
squander wealth that we’ll need in the future. None of us knows the date that is going on our death 
certificate. Like the ant, we should work and save wisely to prepare for the future we’d like to imagine. 
Like the grasshopper, we need to have a little fun every day. We should embrace the wisdom of both 
the ant and the grasshopper, because you never know which one we’ll wind up more like. 
 

YOU CAN’T ALWAYS GET WHAT YOU WANT 
 
Wouldn’t it be great to have an easy job with a big salary? Or a hot sports car at a low price? Or a giant 
chocolate cake with the same nutrients as a pile of vegetables? We can dream, but here’s the financial 
equivalent of these equations: an investment with good returns and a stable value. Believe us when we 
say this is a popular fantasy. 
 
Decades ago, the Rolling Stones advised, “You can’t always get what you want.” This is surely true of 
each of the situations described above. You just cannot get those desirable combinations, not in the vast 
majority of realities. But if you try, “you just might find you get what you need.” On the investment 
front, many people need their money to grow over time to meet long-term goals. Stability of value along 
the way would be comforting to have, sure, but the true need is growth. So, the key measure is how 
much money you wind up with in the distant future. 
 
On truly stable assets, the actual return is usually low. Some folks can live with low returns: maybe they 
already have a lot of assets relative to their needs. Most of our clients need their money to work harder 
than that and so must necessarily forego stability along the way (... or they have to adjust their goals to 
reflect more modest circumstances.) 
 
We take pride in telling it like it is. Although many sellers promote the false notion that you can have it 
both ways, enjoying good returns and stable values, we believe you can handle the truth. Markets go up 
and down—and that’s okay. Whether you were born with effective investment instincts or had to open 
up to some coaching, many of you have shown the ability to live with volatility and invest effectively 
anyway. 
 
Go ahead, ask us again about that mythical investment with good returns and stable value. We will help 
you understand that you can’t always get what you want, but you can get what you need. 
 

LEARNING TO LISTEN 
 
As contrarians, we're often confident that our approach will help us weather the storms and come out 
better off in the long term. Our clients, however, have helped teach us how to add some texture to our 
views. 
 
The lesson we’ve learned most recently? Some people really do require a layer of cash or other cash 
equivalents in their accounts to reduce the volatility and risk of the overall portfolio. We used to see this 
as a form of heresy against our beloved three fundamental principles. Clients were encouraged to store 
their safety blanket somewhere else so that we could concentrate on our traditional research-driven 
approach to investing. 
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We still aren’t comfortable with “market timing,” and selling in a panic will always result in an invitation 
to do business elsewhere. But we finally have started listening to those who desire a portion of liquid 
assets inside their portfolios—or a layer of less volatile investments. Some clients stuck with us through 
our stubbornness on this point. With these folks, our philosophies have been near-matches. When 
clients visited the shop to discuss their desire for a little less risk (again and again), we felt we had to talk 
them out of it. 
 
We’ve come to realize, though, that financial confidence may be a worthwhile investment for some. Yes, 
we will always address the central tradeoff: a cash layer provides some confidence at the cost of 
generally lower returns over time. But if this layer helps folks focus on the big picture through tough 
times—well, that keeps more of our clients in the game overall. 
 
Holding a relatively modest fraction of an account in cash or liquid assets? We know, it sounds like 
we’ve abandoned our principles! No: we simply came to the realization that we could help more people 
invest more effectively if we listened to them more carefully. Life is better for us—and more pleasant for 
more of our clients. 
 

WHAT, WHY, HOW, FOR WHOM? REPRISED 
 
Clients, this collection has assembled some of the specifics about who we are, what drives us, and how 
we work with you. Really, though, you are at the center of this practice. 
 
You each bring your own “why.” 
 
We grow and learn from you, for you. 
 
And we are here for the long haul. 
 
While there are things we can do each day to improve our lot, we aren’t just aiming at the end of the 
day. We’re thinking about next week, next month, next year, and beyond. Think of all the folks out there 
whose attention for their financial health is always short-sighted: “I’m going to do better with my 
finances this month,” or “This week, I’m going to watch my spending and save a little more.” 
 
If that level of focus were good enough, we’d all be skating by, but we’d all be bumping into each other 
as we race from one little idea to the next. 
 
Instead, we have set ourselves a long time horizon. It may sound arbitrary: well, sure, can’t anybody 
achieve their goals if they give themselves long enough? Instead, think of a long time horizon as a 
strategy within your financial goals. By expanding your time horizon, you can live with the short-term 
volatility that is inherent in the pursuit of investment results. If your attention is more near-sighted, you 
will overestimate the need for stable values and liquidity. And if most people’s windows for success are 
focused only on getting to tomorrow, then the competition for long-term results may be lighter than 
ever before. We get to focus on our own performance and worry less about the race others are running.  
Clients, we are grateful for you. Together, we shape a vision for the future, let the long haul inform our 
practices, and enjoy the ride along the way. 
 
We believe this has been good for us—and for you. Cheers, until next time. 


