
Investment Commentary
   Just five days after the 2017 inauguration, the Dow Jones Industrial Average (DJIA) 
broke through the 20,000 level for the first time in history, only to continue past the 
21,000 mark a mere thirty-five days later—the fastest one-thousand-point move since 
1999! As global equity markets continue their upward trend accompanied by minimal 
volatility, investors are asking “When will this bull market end?”  In responding to that 
question we are reminded of an interview done by Jason Zweig of the Wall Street 
Journal with the renowned investment consultant Charley Ellis back in June 2001. 
Although investors were experiencing a bear market at that time, Zweig wisely points 
out “That the interview still rings true today, because wisdom never goes out of style.” 
We hope you’ll add these excerpts from “Wall Street’s Wisest Man” to your summer 
reading list and that you find Ellis’s advice and thoughts to be helpful!”

   What if, whenever the stock market went insane, you could get a painless vaccine 
that would keep you calm and steady? And imagine that this medicine could make 
you rich if you took it regularly. I (Jason Zweig) just got a strong dose of this wonder 
drug myself — by having breakfast with Charles D. Ellis. The medicine he administers is 
called wise advice. And thanks to the booster shot he gave me, I’ve never felt more op-
timistic as an investor — despite the carnage in the market over the past year (2000).  
Ellis, 63, has four decades of investment experience. In the 1960s, he helped manage 
the Rockefeller family’s fortune and punctured “go-go” stocks as an analyst at Donald-
son Lufkin & Jenrette. Later, he founded Wall Street’s top consulting firm, Greenwich 
Associates, which provides financial advice to everyone from Goldman Sachs to Fidel-
ity and T. Rowe Price, and oversaw the $10 billion endowment fund at Yale University. 
Ellis has also written trailblazing articles and books, including “The Loser’s Game” (a 
1975 article that spurred Vanguard’s founder, Jack Bogle, to introduce the first index 
fund for individual investors) and Investment Policy, a classic book reissued in 1998 as 
Winning the Loser’s Game.  So on a drizzly day this April, I sat down for breakfast with 
Ellis at the Yale Club in Manhattan. Here’s some of what we touched on.
Q. You’ve often said that long-term investors should root for stocks to go down, not up. 
Why?
A. If you’re buying something, wouldn’t you rather pay less for it than more? When 
stocks get cheaper, how can that not be good news for a long-term investor? There 
are very few times when you should be bold, and history shows that those times are 
precisely when it seems you should be most afraid. It’s absolutely cockamamie crazy 
to sell stocks after they drop. Instead, you should say, “Today there’s a first-rate bargain 
and I’m buying.”
Q. That’s easier said than done.
A. Benjamin Graham and Warren Buffett have talked about a charming, seductive man-
ic-depressive gentleman named Mr. Market. Every day he shows up on your doorstep 
offering to do business with you. When he’s manic, he’ll offer to buy your stocks or sell 
you his for absurdly inflated prices. When he’s depressed, his prices go ridiculously low. 
The mistake most people make is answering the door just because Mr. Market knocks. 
You don’t have to let him in. Why should you buy just because he’s excited? Why 
should you sell just because he’s down in the dumps? A long-term investor shouldn’t 
care about market prices.
Q. So what should investors care about?
A. Back in 1963, I was in a training program at Wertheim & Co., and one day the firm’s 
senior partner, J.K. Klingenstein, was our guest speaker. As he was about to leave, one 
of the trainees blurted out, “Mr. Klingenstein, you’re rich. How can we become rich like 
you?” Everyone else was mortified, and J.K. was clearly not amused. But then his face 
softened, and you could see that he was taking the question very seriously and trying 
to sum up everything he’d learned in a lifetime on Wall Street. The room was silent as 

W W W . N E G U I L D . C O M

 Returns (As of 06/30/17)

 2nd        Annual
 QTR 1 YR 3 YR 10 YR
Index 
S&P 500 (inc. div.) 3.1% 17.9% 9.6% 7.2%
Russell 2000 2.5% 24.6% 7.4% 6.9%
MSCI AC World xUS 5.8% 20.5% 0.8% 1.1%
REITs 2.6% 1.4% 8.3% 5.2%
Barcap Agg. Bond 1.5% -0.3% 2.5% 4.5%
90 Day T-Bills 0.2% 0.6% 0.3% 0.5%

   Risk assets continued to rally through 
the second quarter, with international 
equity markets taking the lead relative 
to the U.S. Emerging market (EM) equi-
ties returned 6.4% during the quarter, 
bringing YTD returns to 18.6%, driven 
mostly by outsized returns in EM Asia. 
Similarly, developed market economies 
returned 6.4% for the quarter and 14.2% 
YTD. Improving economic and earn-
ings data in international markets are 
helping drive equity markets upward, 
and attractive valuations relative to the 
U.S. add to the prospect of better future 
returns abroad. In the U.S., investors 
started to question the path of Fed 
rate hikes given weaker than expected 
inflation data, causing 10-year Treasury 
rates to fall to 2.15% and the Barclays 
Aggregate Index to return 1.4% for 
the quarter.  High yield also rallied as 
interest rates fell, returning 3.2% for the 
quarter. U.S. large cap equities contin-
ued their upward trajectory, up 3.1% 
in the quarter and 9.3% YTD, driven 
largely by the technology sector. Small 
cap equities underperformed their large 
cap brethren (returning 2.5% for the 
quarter and 5.0% YTD), as the strength 
of the domestic recovery was called 
into question after a weak first quarter 
Gross Domestic Product (GDP) report. 
REITs returned 2.3%. Commodities were 
the sole negative return as oil prices fell 
steeply amidst concerns over a supply 
glut stemming from persistent U.S. pro-
duction. Importantly, cash has returned 
just 0.2% YTD. Thus investors sitting on 
the sidelines would have missed out on 
healthy returns across a wide array of 
asset classes thus far in 2017.  
(Weekly Market Recap “Thought of the Week” July 3, 2017 Source: 
Barclays, Bloomberg Finance L.P., FactSet, MSCI, NAREIT, Russell, 
Standard & Poor’s, J.P. Morgan Asset Management).
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any spe-
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a tomb, and finally Mr. Klingenstein said firmly, “Don’t lose.” Then he stood up and left. I’ve never forgotten that moment. That’s what 
investors should really care about: Don’t lose. Don’t make mistakes. They cost too much. Most of the destruction of investment value 
occurs in small, private, anguishing experiences that are never discussed and never recorded, because people were doing things they 
never should have done.
Q. You don’t mean we should stay out of the stock market because we might lose money?
A. That’s not what losing means. In investing, losing means taking decisive action at the worst possible times — being driven by your 
emotions precisely when you need to be the most rational. Trying too hard to win eventually means losing. To win the Indianapolis 500, 
you first have to finish the Indianapolis 500 — that’s five hundred laps around and around that oval. If you try too hard on just one lap, 
you won’t live to finish. And just think about the Forbes 400 [the magazine’s list of America’s richest people]. The turnover on that list is 
incredible. So many fortunes have been snuffed out by the temptation to try harder. In a rapidly rising market, the faster you trade, the 
better you’ll do — and that makes you forget that those whom the gods would destroy, they first make confident. The more you know, 
the higher the odds that you’ll make a serious mistake. That’s why it’s not the beginners who tend to die at skydiving and why most car 
accidents happen within a few miles of home. There’s a saying in the British Royal Air Force that investors need to remember: “There are 
old pilots, and there are bold pilots, but there are no old, bold pilots.”
Q. So why do so many of us insist on trying so hard, not least to beat the market?
A. Because we’re human beings. Even in our advanced society, there’s a curious belief in magic. It’s a virulent form of the triumph of 
hope over experience.
Q. As a consultant, you’ve urged managers of endowments and pension funds to create — and then live by — a formal “investment 
policy.”  What’s that — and should all of us have one?
A. It’s a written statement of what you believe as an investor and what you can hold on to even when everyone you know is either 
excited or scared to death of the market. Go to a continuous-process factory sometime — a chemical plant, a cookie manufacturer, 
a place that makes toothpaste. Everything is perfectly repetitive, automated, exactly in place. If you find anything interesting, you’ve 
found something wrong. Investing is a continuous process too; it isn’t supposed to be interesting. It’s a responsibility. If you go to the 
stock market because you want excitement, then sooner or later you will lose. Everyone who thinks the stock market is a game loses — 
everyone, to the last man, woman and child. So, the purpose of an investment policy is simply to ensure that your continuous process 
never breaks down. Visualize yourself looking back when you’re 80 years old, reviewing whether you invested your money wisely. Ask, 
“What is it I can trust myself to do in good times and in bad?” Then write it down on one side of a single sheet of paper — when you’ll 
put money in, how you’ll manage it, when and why you’ll take it out. The best plan, for most of us, is to commit to buying some index 
funds and do nothing else. Benign neglect is the secret to long-term investing success. If you change your investment policy, you are 
likely to be wrong; if you change it with a sense of urgency, you’re guaranteed to be wrong.
Q. You’ve said that there are three ways to succeed as an investor. What are they?
A. You can succeed intellectually, physically or emotionally. The intellectual way is how we would all like to succeed: being so smart that 
we understand things more clearly and see farther ahead than every other investor. The pre-eminent example, obviously, is Warren Buf-
fett. But people like him are very, very, very rare. The physical way to succeed is simply to work harder, to start at dawn and grind away 
till midnight and carry home a heavy briefcase full of research and keep working right on through the weekend too. This way is the 
most popular on Wall Street, where nearly everyone seems to try it. And for some of them, this way works — well, I can’t say I’ve met 
many people for whom it actually works, but they must think it does, or they wouldn’t keep trying so hard. The third way to succeed 
as an investor is difficult emotionally. When that seductive fellow Mr. Market comes around, you have to pay absolutely no attention 
to him, no matter what happens. You have to control your emotions, and most of the time that means the best thing to do is nothing. 
If you can’t control your emotions, being in the market is like walking into a heated area wearing a backpack full of explosives. I’m not 
smart enough to succeed the intellectual way, and I can’t work hard enough to succeed the physical way. But the emotionally difficult 
way takes very little time and makes no intellectual or physical demands on you at all. Statistically, judging by how the public invests, 
most people don’t like the emotionally difficult path. Then again, more and more people are trying it; the amount of money in index 
funds has been rising year after year. The emotional path is the only reliable way that I know of to succeed.
Q. When will this bear market end? 
A. As Rhett said to Scarlett, “Frankly, I don’t give a damn.” You’d have to be self-deluding, maybe certifiably nuts, to try answering that. 
And the answer doesn’t matter anyway. If you ran a commercial tree farm, would you ask for up-to-the-minute bulletins on how the 
forest was growing today? How many people are investing for success this year, this month, this week, this day? Most people’s true time 
horizons are much longer than they think — 50 years, even more. They should be investing for success over a lifetime — or more than 
one lifetime, because part of what they’re investing will go to their kids after they’re gone. “When stocks get cheaper,” says Ellis, “how 
can that not be good news?                               (Money Magazine 2001; and Jason Zweig’s Articles & Advice Blog in the Wall Street Journal, September 1, 2016)


