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BEWARE – THE ALL CLEAR SIGNAL 
 
It’s been a wild six months. This seems to be the standard 
narrative in which we find ourselves. The market shoots up, 
quarter ends, the market breaks down, quarter ends. Next 
comes the counter rally and all of those losses and fears 
are washed away. Throughout all of this we need to focus 
on the individual investor’s goals and focus on the 
individual companies that we are buying. One day the all-
clear signal won’t sound and the market downturn will stick 
around longer than six weeks. The big question is how we 
prepare for the inevitable while still maintaining quality 
investment returns for our clients.   There are multiple 
factors we consider when looking at the possibilities. 
 
The first thing we need to address is FOMO – Fear of 
Missing Out. There have been literally hundreds of stocks 
that we have looked at recently that are 20% higher in two 
months. We missed out. What is important is that we don’t 
chase the performance because hundreds of times, those 
stocks ended up right back where they started six months 
later. Our job is to separate how the market effects 
individual stock prices from how company performance 
effects the stock price. If we can identify disconnects 
between what the market is doing and what the company 
is doing, we can better identify buying opportunities. 
 
The second thing to consider is maintaining an appropriate 
allocation. Most of our investors have been working with us 
for years. They know the types of risks they can stomach 
and we understand how to allocate assets to keep those 
risks in line with their tolerances.  When your lifestyle relies 
on your investments, high returns are not the main thing to 
focus on. Performance should be judged on need. The 
correct bogie is to make sure your assets are maintaining 
your lifestyle as you age. We have had an excess of cash 
in our accounts for a while now. The primary reason is so 
we do not need to liquidate assets at the wrong time to 
make normal payments for your everyday needs. For our 
clients in the accumulation stage of life this allows for 
opportunistic purchases when they present themselves.  
For our retired clients living off the portfolio, having about a 
year of liquidity needs these days is a good idea.  
 
 
  
 

 
 
 
Not selling everything when markets recover is an 
important factor as well. Just like we aren’t out there buying 
all the stocks we can after a significant sell off, we shouldn’t  
be so hasty to want to sell everything when markets run 
back up. For investors living off their wealth, most of the 
stocks they own provide a significant source of cash flow. 
That should be the most important investment objective.  If 
you look at the cash flow provided by a company versus 
the purchase price of the stock in that company, what we 
want to see are increasing cash flows versus our initial 
purchase price. Compounding dividends is what generally 
drives markets higher over decades.  
 
Liquidating stocks just because the market has reached a 
peak, without considering individual company outlooks, 
creates many problems when you need a long term 
allocation to growth securities. In taxable accounts capital 
gains taxes can cost you over 25% of your gain. That is a 
hefty price to pay.  An equally important consideration is 
loss of cash flow. Dividends provide a tax efficient cash flow 
for investors that need both growth and income to sustain 
their lifestyle.  
 
A larger problem to big allocations shifts into and out of 
equities (market timing) is that it is really disruptive to 
longer term goals. If clients had sold out of equities in the 
panic that ended last year, our accounts would still be down 
up to 15% today. The all-clear signal allowed accounts to 
basically make up what was lost pretty quickly. That was 
only three months down, three months back up. It is very 
difficult as an investor to try to time any of that. The most 
likely outcome of selling all of your stocks, is that you don’t 
buy back into the market again – losing a big driver of 
wealth creation in an investor’s bag of tricks. 
 
The most appropriate way to change allocations from risk 
to safety is a little bit at a time. Just like people age a little 
bit at a time, our ability to withstand risk changes a little bit 
at a time. Over years, the allocations will shift, but making 
massive adjustments in short amounts of time does not 
serve many people well. As opportunities arise in interest 
bearing assets like bonds, our focus shifts to buying those 
safer instruments for our clients. We will continue to make 
those shifts, but they won’t be radical. They will be slow and 
methodical. 
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These markets feel like they move too fast when they 
move, and then feel like they don’t move at all when they 
are placid. Patience has been the key when they are 
moving fast or slow. Trying to identify real value 
opportunities when markets are moving is difficult, but not 
impossible. Making sure that we invest in those 
opportunities takes patience. We will continue to be patient 
on your behalf, and we look forward to an interesting year 
in investing. 
 

THE ACT OF GIVING 
 
Below is an updated list of some organizations our clients 
are helping today.   
 
All Local Food Banks 
 www.sfmfoodbank.org 
 www.shfb.org 
 www.foodbankccs.org 
 www.refb.org 
 
Bloom Marin 

www.bloom.org 
 
Maya’s Music Therapy 

www.mayasmusic.org 
 
Friends of the Urban Forest 

www.fuf.net 
 
Guide Dogs for the Blind 

www.guidedogs.com 
 
Doctors without Borders 

www.doctorswithoutborders.org 
 
The Nature Conservancy 

www.nature.org 
 

National Kidney Foundation 
www.kidney.org 
 

Guide Dogs of America 
www.guidedogsofamerica.com 
 

Golden Gate National Parks Conservancy 
www.parkconservancy.org 
 

Fine Arts Museums of San Francisco 
www.famsf.org 

 
Canine Companions for Independence 
   www.cci.org  
 
Alzheimer’s Association 
 www.alz.org 
 
The Foundation for Rotary International  
   www.therotaryfoundation.org 
 

Wildcare 
 www.wildcarebayarea.org 
 
Homeward Bound of Marin 
 www.hbofm.org 
 
Whistlestop 
 www.whistlestop.org 
 

  FINCA 
 www.finca.org 
 
Sonoma Land Trust 
 www.sonomalandtrust.org 
 
Friends of the Earth 
 www.foe.org 

 
 The American Friends Service Committee 
 www.afsc.org 
 
 Amnesty International 
 www.amnestyusa.org 
 
 Eastside College Prep  

www.eastside.org 
  
 Northern Sierra Partnership 
  www.nothernsierrapartnership.org 
 
 American Bird Conservancy 
 www.abcbirds.org 
 
 The Cornell Lab of Ornithology 
 www.birds.cornell.edu 
 
 Mono Lake Committee 
 www.monolake.org 
 
 California Trout 

www.caltrout.org 
 
 Tahoe Rim Trail 
 www.tahoerimtrail.org 
 
 Ocean Conservancy 
 www.oceanconservancy.org 
 
Global Fund for Women 
 www.globalfundforwomen.org 
 
Marine Applied Research & Exploration 
 www.maregroup.org 
 
Marin Agricultural Land Trust 
 www.malt.org 
 
Walk to End Alzheimer’s – San Francisco, CA 
 www.act.alz.org/sanfrancisco2019 
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