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July 22, 2015 
 
 
Dear Clients and Friends, 
 

“Successful investing is having everyone agree with you – later.”  -Joe Robillard 
 

Before we discuss the significance of the above statement, please find your quarterly portfolio report enclosed.   
We hope that this report gives you a clear and complete view of your accounts with us. 
 
Through the end of the Second Quarter of 2015, the markets have been somewhat subdued compared to the 
extraordinary performance that we have seen over the last few years.  The S&P 500 returned a paltry 0.28% for 
the quarter, bringing year to date performance to a disappointing 1.23%.  We say disappointing because it seems 
that most investors now expect much better results every quarter.  Despite this recent lowly performance, the S&P 
500 has rocketed forward approximately 250% since March of 2009, the “end” of the most recent financial crisis. 
 
Now, let’s return to the above quote from investor, Joe Robillard.  Most famous investors, many whose names are 
easily recognized, only become famous when others recognize and appreciate their long-term excellent 
investment results.  After these legends have achieved their impressive track records, most people come to agree 
with their methods and would like to duplicate their returns. 
 
What is often lost, however, is that these exceptional individuals experience many periods of time where their 
results are poor and their methods are called into question or thought to no longer work.  It is difficult to 
remember now, but Warren Buffet was thought to have lost his touch when he refused to buy technology 
companies during the late 1990s.  Obviously, this served him and his shareholders quite well after the bursting of 
the “Tech Bubble”.  Famed value investor, Howard Marks, stated:  “In addition to superior skill, successful investing 
requires the ability to look wrong for a while and to survive some mistakes”.   
 
We mention all of the above thoughts because there is a constant argument among investors whether “active” or 
passive” investing is the better method.  Active investing means placing investment funds in the hands of a 
manager who actively invests and manages capital in their area of expertise, while passive investing means putting 
funds into an index or benchmark such as the S&P 500 (for instance, a Vanguard S&P 500 index fund).  The mission 
of the active manager is to outperform their benchmark, while the passive manager strives to duplicate the return 
of the benchmark.  
 
Those who have been proponents of passive investing have had an extraordinarily great ride, at least if they had 
been invested in the equity markets since the spring of 2009.  Most, but not all, active managers have had an 
impossible time keeping up with the markets during this same time period.  In other words, they have looked 
“wrong” for over six years now.  It should be noted that many have performed quite well, just not as well as the 
benchmarks. 
 
Like death and taxes, the debate about “you can’t beat the market” and “just buy an index fund” comes up during 
all bull markets.  Passive investing, or “indexing” as it is also called, by definition does extremely well during rising 
markets.  The old saying, “a rising tide lifts all boats” rings true for an index fund in a rising market (assuming you 
have invested in the right index).  However, all goods things and all bull markets do come to an end.  Although it 
seems like a distant memory now, the recent financial crisis of 2008 saw the S&P 500 decline over 56% during the 
18- month period from October 2007 to March of 2009.  The performance of many active managers fared much 
better   while passive index investors suffered the consequences. 
 



 

 
 
  

We have a saying around our office that we call, “win by not losing.”  I am fairly certain that someone much 
smarter than we are coined this, but we like to consider it our own.  What we mean by this is that within the 
mathematics of investment returns, it is much more important to NOT experience large declines than it is to 
experience large gains.  Substantial gains can be quickly wiped out by losses.  Let me explain with a quick example: 
 
A portfolio that declines by 50% requires a 100% return to get back to breakeven. 
A portfolio that declines by 25% requires a 33.33% return to get back to breakeven. 
A portfolio that declines by 10% requires an 11.11% return to get back to breakeven. 
 
The above mathematics suggests that it is much better to make reasonable investment gains, while doing 
everything possible to minimize large losses. 
 
At Salvus, we are big fans of active investing as we prefer to invest with third-party boutique investment managers 
who have a particular expertise in some niche of the market.  They also tend to think as we do in that preservation 
of capital is paramount to everything else.  This is not to say that we totally disavow passive investments.  The 
ability for us to invest via a broad index allows us to be able to take advantage from time to time of various 
opportunities that we might see on the horizon.  However, we want the bulk of our capital and yours placed in the 
capable hands of some of the finest investment minds available. 
   
Our primary job, in fact we call it our Golden Rule, is to protect your capital.  Our secondary job is to grow your 
capital while doing so with the least amount of risk to accomplish your goals.  The way we accomplish this for you 
is to assemble the right combination of investments and boutique managers that will meet these goals.  In other 
words, we want to be the symphony conductor who goes out and hires the finest musicians who are individually 
excellent, but even better when combined with the other members of the orchestra. 
 
As we write this letter in July, 2015, the bull market continues, albeit with some daily hiccups, courtesy of Greece, 
China, Iran, our Federal Reserve and many other concerns.  How much longer the good times keep coming, no one 
knows.  We never try to prognosticate on the unknowable.  We only attempt to positon our portfolios to benefit 
from the upside while protecting the downside, to the best of our ability.   
 
Many of our boutique managers are keeping up with or surpassing the performance of the markets.  Some of our 
managers are not.  Some are positioned in an extremely conservative posture, as they hold 25% to 40% of their 
portfolios in cash.  They are not finding the right businesses at the right prices and are content to hold onto their 
precious cash and watch the markets move higher.  These managers have excellent long-term track records, but 
several have underperformed the markets over the last few years.  In other words, they look “wrong” and, 
therefore, we look “wrong”, for now.  We accept this as a necessary aspect of a long-term investment process and 
we are confident in our ability to preserve and grow your capital.    
 
We thank you for your continued support and we are honored to manage capital for you and your family.  We 
hope you enjoy the remainder of the summer and please feel free to contact us with any questions or comments.  
 
Best regards, 
 
 
 
Salvus Wealth Management 


