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Warren Buffet  

 
 
 

April 2018:  “Investors Panic as DOW Loses 500 Points”  
  
Headlines and broadcasts like this have become a weekly ritual in 2018, now that the almost straight up 
stock market returns of 2017 are behind us.  
 

But the headline is amusing if one takes time to ask questions.     
  
Who are these investors, really, and which of them actually panicked? 

Most likely not investors, but rather traders—those with a short-term focus: institutional traders who run 
hedge funds (where short term volatility can be their friend or their enemy), and pension fund managers 
where the misguided focus on quarterly returns can mean the difference between losing or keeping their 
job. Even mutual fund managers, pledged by regulation to seek long term return objectives, can be 
seduced by the short term in hopes of seeing their face on a magazine cover. 
 

Can you name just one of these investment managers who won bragging rights in last year’s financial 
journals? No?  
 

(Some forty years ago, the folks mentioned above represented less than 30% of the daily trading volume in stocks. 
Today they account for some 70%. That likely puts financial planning and investment clients like you in the 
minority.)  
 

Perhaps then you might recognize the name of one of the richest investors in the 
world. Warren Buffet, of investment company Berkshire Hathaway. He is an 
investor, not a trader and often holds a stock for decades. He likes to point out 
that he is no good at forecasting the direction of the market, “tomorrow, next 
week, or next year”. He views market panics by the traders as buying 
opportunities.  
 

Another name you should be familiar with: Dimensional Fund Advisors (DFA) whose funds you may 
own. Also known within the industry for a patient and long term outlook, its strategies derive from a 
couple of Nobel Prize winners whose names are well known by every finance student. The strategies 
don’t shine every year but their value approach, not so different in some ways from Buffet’s, has been 
respectable enough for a variety of former naysayers to try to emulate their approach. 
 

(Please recall that past performance does not guarantee or imply future performance.) 
 
Why is the Dow so often featured as the market’s weathervane? 

It might be because of its ownership by media mogul Rupert Murdoch and his ties to media outlets, 
coupled with a newscaster’s desire for the drama big point moves. 
 

But the Dow represents just 30 of the 3,000 or so most actively traded stocks comprising the US stock 
market. Its make up is determined by a committee that has a habit of replacing the big losers with the big 
winners—after the race is over.   
 

It maintains the goofy practice of price weighting, meaning that a volatile stock with a high share price 
can make the weathervane spin needlessly, compared to a company with the same market value but 
whose price per share is lower (100 shares at $10 per share has the same market value as one share at a 
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$1,000 per share). Virtually all other stock indices use a market cap weighting (the total $ value of the 
company’s shares, whatever their price per share). 
 

500 points “lost” works out to only about a 2% drop on the Dow index of around 25,000.   
 

And where did the 500 points go? Lost forever, or back within a time frame that true long-term investors 
should be able to tolerate?  
 

(Recall that if you commit dollars to the stock market, you shouldn’t plan on needing them all back in less than 7-
10 years.  Fewer years than that and those dollars don’t belong in the market to begin with.). 
 

So, you hear on the nightly news or at the lunch counter about the dramatic decline of last year’s darling 
company and its outsized impact on the Dow.  Have you ever wondered what and how many stocks you 
actually might own, tucked inside the relatively boring and opaque mutual fund you own in your 
portfolio? 
 

Below are some you might recognize. You can find these and other names in the fund’s prospectus, 
annual statement, or at a variety of online services from Morningstar.com to Yahoo.  
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

DFA US Core Equity 1   

Mutual Fund Ticker symbol DFEOX Top 25 Holdings 

Symbol Name Recent % 
Representation 

Weight

 Recent 
Share Price

AAPL  Apple Inc 3.10% 177.84

AMZN Amazon.com Inc 2.07% 1527.84

MSFT  Microsoft Corp 1.95% 96.44

JPM  JPMorgan Chase & Co 1.15% 109.32

FB Facebook Inc 0.96% 166.36

T  AT&T Inc 0.88% 35.21

XOM  Exxon Mobil Corp 0.86% 79.22

BAC Bank of America Corporation 0.83% 29.53

BRK.B Berkshire Hathaway Inc 0.82% 199.51

JNJ Johnson & Johnson 0.79% 127.72

INTC Intel Corp 0.78% 53.61

  --

WFC Wells Fargo & Co 0.75% 50.39

HD The Home Depot Inc 0.71% 179.85

BA Boeing Co 0.68% 341.00

CMCSA Comcast Corp 0.67% 33.27

PFE Pfizer Inc 0.67% 36.49

VZ  Verizon Communications Inc 0.66% 48.62

ABBV AbbVie Inc 0.62% 94.32

V Visa Inc 0.61% 124.48

UNH  UnitedHealth Group Inc 0.60% 236.40

GOOG Alphabet Inc 0.60% 1072.08

GOOGL Alphabet Inc 0.57% 1075.39

MA Mastercard Inc 0.55% 179.46

C Citigroup Inc 0.54% 68.98

As of Feb. 28, 2018 
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Don’t you think most or all of these companies will be here in five years? Don’t you think 
their value might be significantly higher seven to ten years from now?  
 

If that is so, and your exposure to the stock market is guided by a sound financial plan, then 
you‒like Warren Buffet, need not worry or care much the next time the Dow loses 500 or 5,000 
points for a time.   
 
 

Fred R. Fadel, CFP® 

Information herein has been obtained from sources believed to be reliable, but its accuracy and completeness, and the opinions based 
thereon, are not guaranteed. No responsibility is assumed for errors and omissions or for updating information after transmission.  It 
should not be viewed as a solicitation or offer of services in any jurisdiction in which the advisor is not permitted to do business.  Willink 
Asset Management, LLC is not responsible for content on sites accessed through links to this transmission and makes no representations or 
warranties as to the accuracy, timeliness, suitability, completeness, or relevance of information prepared by any unaffiliated third party, 
whether linked or incorporated herein.  Nothing in this newsletter should be deemed as individual investment advice.  Always consult with 
your advisor and read the prospectus of any investment product before making a planning or investment decision.  Performance data 
published herein are not predictive of future performance. 
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