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The Fine Art of Wealth Management

We begin with our customary charts showing both recent and longer-term performance of stock markets.
We follow that with another pair of charts, which we excerpted from an annual report “The Landscape of
Mutual Funds,” done by Dimensional Fund Advisors. On any given day, there appear to be thousands of
mutual funds in the market. Over time, what happens to them all? For the long-term investor, the chart has
some interesting information about the history of the answer to that question. After that history, we move
to the future and to a discussion about a popularly held expectation that market price declines are coming,
possibly soon and possibly severe. Some believe that this Humpty Dumpty stock market will fall because
he / it has been sitting so high for so long that “it’s time for a drop.” Others believe that it will fall because
there is so much bad news in the world. In our opinion - Price declines will come, because they are inevitable
and forever recurring. But – cause, timing, speed, depth, duration – who knows? Wrong question - it only
yields more predictions as answers.
We discuss some problems and observations from social science research about predictions, which we believe
lead to the conclusion that one should not rely on predictions. Since we do not know what lies ahead, what
should one do? That is the question. We then offer what you all probably know so well – our own answer.
The next section presents two items from Louise and Shannon, both addressing a common subject, but with
differing emphasis. As years have passed and the number of DHR clients has increased, so too has the variety
of personal and family situations we deal with. We are proud of the ways in which we have created our
service model to be there when needed. In this issue, Louise and Shannon write about financial management
challenges facing women, not just because of major life changes, but particularly when they must step into
such management unexpectedly.
The second-to-last article of this issue presents some observations about estate planning and the process of
creating, reviewing and adapting the documents, to make a truly good family estate plan. We then conclude
with a picture of and text about a “Money Art” piece - “California Gold Flush.”

“Money is the Velcro to which all emotions attach.”
Anonymous
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Our “Arrows” chart shows that “Q2” was “not so
hot.” We seldom see an “all green arrow” report in
a broadly diversified portfolio, but then we seldom
see an “all red” one, either. When reviewing the
long-term ten-year numbers for the broad indexes, it
is clear that the U.S. has led for some time, with the
growth style out in front. However, leadership shifted
this quarter to different asset classes than have been
leaders for a while. U.S. REITs led the pack, with
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almost a 10% return in the quarter. The next strongest
performing asset class was domestic small value, at
8.3% – what a change, for a change! Comparisons
that did not change include the fact that domestic
markets outperformed international stock markets.
The value effect was small, both in the U.S. and in
other developed nations and the mixed bond market
performance depended mostly on maturity length.
(Historical performance is not predictive.)

“Disappearing Funds”
Benchmark-beating performance by an investment
fund manager is unusual and not to be relied upon
for the future. When we make that statement, we
often hear: “Do you mean that one cannot beat
the market?” No, of course we do not mean that
one cannot. Historical evidence clearly shows
that some managers have. Furthermore, some
will. However, many people tend to believe that
the historical outcome will be the future expected
return, and therein lies the problem. The charts
on the following page, of long-term outcomes
achieved by the universe of all domestic equity
(stock market) and fixed income (bond) funds, show
clearly a challenge that confronts a fund investor
who relies on historical performance to deliver
superior future results.
These charts show the percentage of “winners” in
the race for benchmark-beating performance over
the three periods – five, ten and fifteen years – all
ending on December 31, 2017, as compared to the
number of funds in the universe at the beginning of
each measurement period. Note the drop-off from
start through survival to end.

The perennial question is how to know, in advance,
which funds will “win.” This question is actually a
version of another question - how to know which
individual company’s shares to buy or to sell, or
when to do either. The efforts expended to find
the answers to those questions run far past both
countless hours and countless dollars. So far, no
answer has emerged that works better, with more
reliability, than the asset class basis of market
comparison – comparing long-term performance
of stocks to bonds, international investment
markets, value stocks and growth stocks, small
and large companies. Beyond that, as yet, there is
no major agreement.
When deciding where to invest, one should weigh
this kind of evidence – long-term, statistical,
without bias – more than the marketing claims for
a recently hot fund. However, the latter fuels more
exciting emotions.
Our message is “we are prepared.” We do not know
the specifics of what will happen, but we remain
prepared, so that you are prepared.
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The sample includes funds
at the beginning of the 5-,
10-, and 15-year periods
ending December 31, 2017.
Survivors are funds that had
returns for every month in
the sample period. Winners
are funds that survived and
outperformed their respective
Morningstar category
index over the period.
US-domiciled open-end
mutual fund data is from
Morningstar and Center for
Research in Security Prices
(CRSP) from the University
of Chicago. Past performance
is no guarantee of future
results.

Riding the Waves
On one of my early river-rafting trips, I “popcorned” off the back of the raft in a vigorous
rapid. Since the instructions given to me were
counterintuitive, I did the wrong thing. My emotions
over-powered my reason, which nearly did me in.
When I rose to the surface and desperately needed
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air to counter the accompanying panic, I had been
taught to avoid breathing in. So, when a wave was
crashing on my face, I opened my mouth wide, only
to gulp in a lot of water - but no air. I can still feel
the panic.

This dramatic interlude mirrors investment cycle
issues in a way. When world or national matters
sour and markets turn down, clouds start to gather.
One cannot help but absorb some of the gloom.
Behaviorally, in that moment, people tend to project
the events and effects of that then-current and
recent-past into the future. That projection can yield
a picture of even deeper gloom. One’s perceived
need for recovery then becomes almost palpable,
and only gets worse as investment prices continue to
fall. The relentless torrent of news about markets can
overwhelm an investor. To illustrate:
• May 1999: Dow Jones Industrial Average
Closes Above 11,000 for the First Time
• March 2000: Nasdaq Stock Exchange Index
Reaches an All-Time High of 5,048
• April 2000: In Less Than a Month, Nearly a
Trillion Dollars of Stock Value Evaporates
• October 2002: Nasdaq Hits a Bear-Market
Low of 1,114
• September 2005: Home Prices Post Record
Gains
• Early-mid 2008: stock markets collapse
around the world.
• September 2008: Lehman Files for
Bankruptcy, Merrill Is Sold
Today’s news constantly tells us about the potential
for trade war or military war, as well as the evolving
disruption of the economic, social and climatic
world we live in. When faced with short-term noise,
it is easy to lose sight of the potential long-term
benefits of staying invested. Yet, if an investor had
held on and pursued a steady course through the
entire decade above, s/he would have experienced
a satisfactory increase in value. History – even long
periods of history - offers no assurance of future
outcomes. Admittedly, no one has a crystal ball.

“The best time to make a long term
investment is - as soon as you have
the money.”
		

John Templeton

However, we have found that the probability of a
successful outcome increases significantly when
adopting a long-term perspective.
DHR clients have weathered these past storms well,
because they have confidence in our long-term
orientation, quality investments and the patient
discipline that governs the process for us.
The material above addresses making decisions in
a negative environment. What about doing that in a
positive environment? What happens when we have
an “all-time high” in market prices? Please examine
the following chart, which presents data responsive
to the question: “Why should I invest now, when the
market is at an all-time high? Am I not just walking
into losses?”
The chart on the following page shows percentage
returns on investments made in the S&P500, at
all-time highs, compared to investment made
at any other time. All returns are averages. The
chart assumes holding periods of 1, 3 and 5 years.
The total period studied was 91 years long. The
conclusion is pretty simple: there is no reliable
information of a predictive nature resulting simply
from a market high. It neither says “buy” nor “don’t
buy.” In the words of John Templeton, one of the
greatest fund managers of the 20th century, “The
best time to make a long term investment is - as soon
as you have the money.”
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Predictions and When to Rely Upon Them
Years of experience have shown that price volatility
itself is not the enemy. No, “the enemy is us!” It is our
own perception and response. One’s responses about
the matter too often follow “expert judgement” coming
from all the media, each of which distributes the
wisdom of its own “experts.” One watches, thinking
that “This expert person must surely know ….” But
how do we know, truly, that this expert - or indeed
any expert - is likely to be right? In his book, Expert
Political Judgement: How Good Is It? How Can We
Know? (2006), Philip Tetlock addresses this problem.
Actually, as a Social Scientist, he has addressed this
problem for over 25 years, so he has a significant
factual advantage for his point – the accumulated
historical record of successful and erroneous forecasts
and forecasters.
His findings are straightforward, reducible to a few
basic conclusions: the future is unknowable, and the
predictions by experts are no more often right than
wrong and no more often correct than those of the
average person. Expert Political Judgment is just one
of more than a hundred studies that have pitted experts
against statistical or actuarial formulas, and in almost
all of those studies, those “experts” either do no better
than formulaic approaches or do worse.
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What should an investor do with this information? We
recommend the adoption of two ideas: 1) Focus one’s
attention on matters within one’s control, that have

demonstrated probabilities of success; and 2) Avoid
investment in actively managed investment funds.
Tetlock’s observations about “formulaic” approaches
to decision making, rather than judgement-based
ways, carry directly over into index management
of investment funds. Assurance of outcome? No.
Probability of success – on a relative basis? Yes.
The “relative basis” phrase is important. When
dealing with the risk inherent in financial activity,
a certain dollar outcome in the future can never be
assured. However, when comparing one’s chances
of a successful outcome in investing, overwhelming
evidence supports increased probability of success
from indexing a securities portfolio.
Data points after data points, study after study,
evidence on evidence – and yet, people continue to
yield to the seduction of emotional distractions. Here,
in brief, are our recommendations:
Avoid basing actions on expectations of future events.
Instead, look at your own situation, at yourself, and
consider what position you should hold given that
you do not know the future. At DHR, your portfolio
is diversified, balanced and filled with quality. It has
been assembled to reflect your needs, risk tolerance,
objectives and time frame. If none of those four items
has changed in your life, then you should probably not
change the portfolio. However, there are good reasons
for review of plans, monitoring of progress and asking
questions.

So – if you are worried or you can’t sleep, please
consider meeting with us. Here are some points to
consider:

value every relationship at DHR, in 2018 we are
putting even more emphasis on our professional
rapport with our women clients than we have before.

Are you:

True story: Men avoid going to see their the doctors.
This does not mean all men, but in my experience
this has been a consistent issue. My father, who
was healthy most of his life, would not go to the
doctor. My mother would have to insist on it, or he
would have to be very ill to even consider going.
“Consider” does not mean he actually went. My
own husband? Nope, will not go. I have made
appointments for him with various doctors only
for him to cancel them. He has made appointments
only to later cancel them. He is “too busy” working,
supporting his family and cannot be bothered with
going, even when he is sick. Despite this, on the
outside, my husband looks healthy; he runs, lifts
weights and watches what he eats. I am certain he
questions whether or not he really needs to go. He
would tell you no. I would tell you he underestimates
the value of having a conversation with his doctor
about what is under the hood, especially as we age
and become aware of more internal creaks and
noises than “normal.”

Experiencing higher financial needs than you
have expected?
Withdrawing more from your portfolio than your
portfolio is earning?
Expecting large withdrawals in the near or
intermediate term?
Unable to tolerate significant fluctuation?
Feeling fearful, anxious?
Concerned about changes in your personal,
family, business or financial situation that increase
the probability of risk, problems or losses?
This is not a complete list, but you surely understand
the point. We are always here and open to review,
anytime.
Women and Investing
By Shannon Stone
If you know any women who
procrastinate or entirely avoid
focusing on their financial picture, please show them
this article. None of us knows our fate or how we
will live out our remaining days.
A group of investors we don’t discuss regularly, but
whom we routinely think about and consider how to
meet their needs, are women. All women, whether in
financially collaborative relationships or marriages,
or those who are sole bread winners, in relationships
or on their own, have needs to be met. They differ
from the male investor in some significant ways.
Women tend to lead more with their values than
other motivators when making decisions. While we

Sad but true, change a few of the details around
in the above story, substitute the word women
for men and change doctor to investment advisor
and the attitude is similar: women avoid going to
investment advisors. Women, in our experience, do
not accompany their partners, spouses, significant
others – nor do they come by themselves – when
they should be going in for their “annual financial
check-up.”
When I began to write this, I chuckled at the doctor
avoidance characterization, thinking it was kind of
amusing. Then I began to think a little more deeply
about the implications to our female clients’ future
financial picture. I recently attended an Invest
in Women’s Conference and learned the average
age of a US widow is 59. That is young! My own
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mother became a widow at age 60. While we have
more information at our fingertips than ever before,
investing or financial planning, for some, takes a back
seat, in the third row, near the soccer or baseball gear.
Many of us are familiar with the great wealth transfer
that is occurring now and which will continue over
the coming decades. This movement, estimated
at $30 trillion dollars, from the Baby Boomer
generation, will transfer their wealth to their children
and grandchildren. However, the transfer of wealth
that I want to draw your attention to is another that is
already occurring: that which involves the wealth of
women. This group of investors controls a collective
purse in the United States of about $11.2 trillion.
Whether this wealth was accumulated with a partner,
spouse or solely, a woman’s perception towards her
wealth is frequently different from a man’s. What
is alarming about these numbers, for such a large
amount of wealth controlled and influenced by
women, is that over 50% of women don’t work with
a financial advisor. This number is typically higher
the younger the particular woman is: 75% of women
under the age of 40 do not work with an advisor.
Why do some of our women clients come to
meetings and some do not? I will share with you
that working with a newly-widowed client can be
challenging. If that spouse had not participated in the
important annual meetings over the years of the client
relationship, it can feel foreign for both the client and
advisor. Studies have shown it can take several years
after the death of a spouse for the surviving individual
to feel the “fog” clear and to begin to make sound
decisions from the part of our brain that is not in
survival mode. We strive to create a partnership,
a support system and a knowledge base for the
client / advisor relationship before such a catastrophe
strikes. Then, there is a good chance that the portfolio
will be in a position to provide lifetime support.
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DHR is investing in women in 2018 and beyond.
We have never considered ourselves as an outsider
to the women’s movement (except Davis, all our
staff are females), but we have never concentrated
on our women investors in a way to solely focus on
their needs and what they want. DHR, specifically
Louise and Shannon (with the full support of Davis,
he’s just not allowed to attend) have launched our
first Women’s Conversation Circle. The purpose of
these Circles is to invite women to come together,
connect, share and embrace what’s important to them,
their relationship with money and how it affects their
decisions. We think it is also really valuable for (all
of) us to take a little time out for ourselves and shine
a bright light on the circumstance of being a woman
during such an interesting time. We will schedule –
and host – additional interesting Circles in the future,
on a series of thought-provoking topics. As a concept,
Circles have been around for many years and
experience shows that women tend to be more open
in the absence of men.
We’d love to have you join in the conversation!
Be on the lookout for an invitation.

Just for Women: Money and
Financial Objectives.
By Louise Rothman-Riemer
Our lives are full of stories. We all
have experiences which we have shaped to explain
our lives to ourselves and others. Some stories morph
into new versions of an old story as our lives progress
and we see the world and ourselves from different
perspectives. Some of these are just stories about
our family or things that happened to us. Some are
money stories, recollections that remind us about
particular incidents in our lives when we suddenly
became aware of how money affects us.

When I was four I fell in love with black patent
leather shoes. I wanted them! They were shiny, pretty
and big girls had them. And, wasn’t I a big girl? My
parents then had a deal for me. Big girls, they said,
did not carry around blankets wherever they went.
Big girls who wore patent leather shoes did not need
a baby blanket. If I wanted patent leather shoes, I
would have to give up my blanket. It was hard, but I
did it and I got my patent leather shoes for Easter.
When I was in 8th Grade, there was a pair of
avocado-green leather heels in Porath’s Shoe Store
window. I thought they were beautiful. I wanted
them. No, actually, I coveted them; they had to be
mine. They would be my very first pair of high heels.
At my school, St. James Catholic Grade School,
8th grade girls were not allowed to wear lipstick or
heels… ever. That was for much older girls. Not
agreeing with that perspective, I lobbied my parents.
I had to have them. I had an allowance of .50 cents
a week (large ice cream sundaes were 15 cents at
Rhyner’s Candy Store) and I offered to give up half
of my allowance each week if I could only please get
those shoes. After much pleading and begging from
me, my parents finally gave in. I got the shoes, but
I also had to agree to help pay for them, something
which was a new learning experience for me. I had to
give up a lot to get what I wanted, but it was worth it,
and the avocado-green heels were mine!
These shoe stories are my first money stories; of
desiring something and having to pay a price to
have it.
We women spend a lot of money on our families,
ourselves, our homes and in our community.
However, we often do not plan comprehensively or
systematically for our future financial well-being. We
may think about it, but we often do not act. Why?
Because as women we often leave that to the men or
some significant other in our lives. While women are
the ones who buy their kids’ shoes and clothes, know

how much hamburger costs by the pound, or what
a quart of strawberries might cost, we don’t always
have a clear view of our family’s long-term future
financial life.
In our practice, many of the women we meet have
done a lot of worrying, but not a lot of thoughtful
planning, for that time in their lives when there could
be no earned income, and when Social Security will
not be enough to sustain their chosen lifestyle.
Women often end their lives alone, as has been
pointed out elsewhere in this Perspective. The
average age of widowhood in the US is 59. The
average life expectancy in the US for women, as of
2015, was 81; in locales like the Bay Area, that figure
is likely higher.
What are some of the traditional challenges we
have seen women clients encounter when planning
for their futures? What can cause them to become
economically challenged?
When faced with divorce or widowhood, women
often see – for the first time – what seems like a very
large sum of money; it may be several hundreds of
thousands of dollars or even more than a million.
What is perceived as huge amount of money can
become a small amount of money after a short time.
Why? This is often due to a lack of understanding of
how money grows and of how much one spends.
The other significant challenge many women face,
especially divorced or widowed mothers, is children
who claim they need to borrow “just a little”, and of
course, they will pay Mom back. The problem is they
do it over and over and over and the “paying it
back” part somehow doesn’t happen. Despite giving
warnings and questioning motives, we have seen
several instances in which women have impoverished
themselves to help a child – or children – who could
not – or would not – help themselves. Mostly it has
been sons, who sought financial support beyond what
their mothers could afford, but yet gave.
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Fortunately, “the times they are a changing” and
the relationship between women and money is
improving. More women than ever are taking charge
of their financial lives. They are becoming family
financial managers, not only for current household
expenses, but also for annual family financial
planning strategies and future retirement planning.
Women are often the newest business owners on the
street, and they are enjoying the entrepreneurial spirit
and challenge.
At DHR, we can help by collaborating with women
to achieve better financial outcomes. We see women
as a significant part of the financial future of their
families, their businesses and, generally, of the
country as a whole. Women are no longer taking a
back seat and “letting their men take care of” the
family business. Women now often own the family
business and that is changing a lot of things.
We enjoy working with women to help them
discover, engage in, and succeed with their financial
expectations. Part of this is helping women to feel
comfortable with their money and their family’s
money. Money is a tool to achieve the specific
objectives each woman dreams about as she moves
through her life.
Shannon and I will be conducting a number of
Women’s Conversation Circles to explore the
many relationships that exist between money and
women. We hope you will join us for one of these
conversations. Watch your InBox or your mailbox
for an invitation. Or, give us a call and ask when
the next Conversation Circle will be held. We are
looking forward to these Conversation Circles, and
feel certain that the women who will join us will also
help us sustain – and expand – such Circles as a vital
tool to help women move confidently forward in their
financial lives.
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Estate Matters
One of our purposes at DHR is helping clients avoid
making big mistakes, whether it be with investing,
taxes, spending, insurance – or estate planning.
The opportunity for smaller mistakes comes along
frequently, and of course, we work to avoid those as
well. However, although the “big ones” come rarely –
sometimes only once in a lifetime - they can severely
damage financial security. We join with the attorneys
who counsel our clients in estate planning, to focus
attention on the “once in a lifetime” event and the
chance to get the plans for it right. Regrettably,
some plans do not “get it right.” The relationship
between the client and the work or the client and the
professional occasionally causes a problem. We offer
here a few comments on that nexus.
We are primarily concerned here with those who
know, or believe, that their estate documents might
need a review. If recent events in your family’s lives
indicate a different approach to the plans for assets
after death; if assets or values have changed markedly
since the last plan was written; if thoughts for how to
divide or give assets have changed; if charities have
changed, entered or left the picture for you; if any
of many other matters suggest a review; even if five
years have passed with none of the above, we
suggest a review.
The documents usually needed are:
1. Will.
2. Trust(s).
3. Power of attorney for financial matters.
4. Power of attorney for health care.
5. Advance health care directives.
6. And sometimes:
a. A testamentary letter for specific
dispositions.
b. Other documents as recommended by
counsel.

Here are some suggestions, which in the interest of
brevity and simplicity, do not represent a complete
list. (Talk to us if you want the complete list for your
situation.)
1. Create a “to do” list for making changes to the
plan. Break it down into smaller pieces, because
trying to deal at once with the entire process only
leads to procrastination. Separate the difficult and
the easy decisions and create a priority list for
them.
2. Choose your starting point – then stick with it.
		 a. Start with the easiest, to build confidence 		
and momentum,
		or
		 b. Start with the financially most 			
challenging, because they can be the most 		
important.
3. In concert with counsel, set a deadline for
completion. Stick to it. Procrastination is the
dragon that destroys many estate plans. Some of
the decisions involved in these documents can be
emotionally difficult, prompting one to put them
off. They seldom get easier with time.
4. Store all the documents in one accessible place.
This will help you and will help those who
must turn to these documents when needed. We
recommend digital storage. Clients can use the
DHR portal for that.
5. Review and update regularly.
Recently, I met with an estate attorney with whom we
share clients. We discussed the fact that many plans
do not get the attention they deserve, and even some
of those that do can experience post-death problems.
Why? After reflection, she offered this: “A client who
really wants to be sure,” and then went on to describe
what that client should be willing to do. Emotionally,
most people just want a will. “Let’s do it simply and be
done with it.” Such clients tend to perceive every hour,
issue and page after that as a burden. So, the good
client will:

1. Willingly undertake the task.
2. Provide all requested information to the lawyer
promptly.
3. Tolerate lawyer inquiry deeper into the facts
and feelings. Some people tend to groan (even
if inwardly) when the lawyer asks, “Well,
what if …?” Such questions often address
unlikely turns of events, unknowable futures or
unpleasant considerations, all of which can tend
to prompt the client to say “Never mind that, let’s
just go on.”
4. Not procrastinate making the decisions requested
by the lawyer.
5. Do everything needed during and after the
documents have been drawn and signed. Avoid
leaving administrative details unfinished.
6. Willingly pay the cost.
These items, although not necessarily easy to
complete, are non-controversial, until one reaches
the bottom of the list – cost. For a good plan, well
considered and thought through, complete in detail
and including all the recommended documents, the
total cost can seem to be high. Many people think
professional fees are high and believe lawyers charge
too much. Hourly rates sound exorbitant, especially
when considered in the context of the client’s
personal budget.
We encourage clients to consider the matter as an
“assurance document” – assuring the implementation
of your wishes, as you want it to occur, even though
you will not be there. That assurance does not relate
to one’s budget; it reflects the total value of the estate
and the lives of those whom one loves. Consider that
a good plan should stand the test of time, with only
modest amendments every several years. Then what
percentage of one’s assets does the fee represent?
Normally, it is very small. The cost should be borne by
assets, since the work protects assets. Using portfolio
assets or savings to pay the costs makes sense.
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California Gold Flush
One day, while wandering in San Francisco, Louise and I visited the studio of a potter, one Carol Wedemeyer.
Enchanted by one of her pieces, a wacky teapot, we bought it. (Louise has long collected teapots.) We later
returned to Carol’s studio to ask her to make another teapot for us, suitable for our “Money Art” collection.
Carol readily agreed, but did not know what we wanted from the idea. This has been our experience when we
commission works of Money Art – the artist wants to know what we want done. As we always do, we agreed
with her that there were no constraints except to do something with her own ideas. So, this piece - “California
Gold Flush” - emerged from the depths to ride the waves in our reception room. (The “boat” will rock as though
on those waves). It has many details. The side of the vessel displays an ancient map of the Atlantic. From the
stern hang two bags of money and one of gold. On the top sit two figures. A crown adorns the head of the man
who appears to be in charge – maybe! In front of the man but riding backwards, there sits a young girl in a life
buoy, looking mystified. Finally (unseen here) the stern of the ship displays a large image of a dollar sign. This
piece uses a lot of humor. We invite you to come and see it.
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