
Nick's Hat-Tip Newsletter

THE 22 TRADING DAYS FROM 19TH FEBRUARY WERE QUITE THE
THING TO BEHOLD.
 
In those four weeks the S&P 500 ("The Great Companies of The
USA") fell from its 19th February record high by 30% - the
quickest decline of that size ever. (For the record the next three
30% declines in terms of speed occurred between 1929 and 1934.
Think Wall Street Crash and The Great Depression. Not the best
of times, in other words.)
 
As someone who set up his own advisory practice in the midst of
the previous Catastrophe-of-Catastrophes, it was like The Credit
Crunch / Great Recession / Call It What You May all over again.
 
All of a sudden we were back in 2008 and the media couldn't run
a news piece without showing pictures of stressed traders fading
away to leave screen space showing scary red arrows pointing
down and right (see below in red).

From a low-point of 2,237 on
23d March the S&P500 has
risen by around 860 points, or
39%.
 
Similarly the FTSE All-Share
has risen by 28% since 23rd
March.

WELL THAT WAS QUICK
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Markets can rise as well as fall

We just don't know when. But we do know that to participate in and
benefit from that rise you had to have remained invested
throughout. Markets that fall quickly shake out investors who fold
quickly. In this game, folding ain't an option: hold 'em, partner.

Already beside itself in
excitement over That
Wuhan Thing, the triple
headed monster known
as KPR (Kuenssberg--
Peston-Rigby) now had
a full-on stock-market
"crash" to petrify
viewers with.

And for the likes of KPR it's only a
small transition from talking
about markets tumbling to
predicting global recessions,
mass unemployment etc.
 
Truly, I hadn't seen this monster
happier or more enjoying its
work since over a full decade
beforehand.
 
Whether it was asking tortuously
fatuous and long-winded
"gotcha" questions of hapless
ministers and advisers, or
berating the Government for
entering lockdown too early and
/ or too soon, KPR had never had
it so good.

With no vaccine to That Wuhan Thing on the horizon (and, Dear
Reader, there may never be a vaccine but that's for another day)
KPR gorged itself on pessimism by day and slept at night on dreams
of the misery never ending. Truly happy times!
 
Except the markets didn't play ball. Unnoticed by nearly all - and
studiously ignored by KPR (for whom good news is as garlic is to
vampires) - shares in The Great Companies of The World began a
rather spectacular recovery.
 
Beginning on or around 23rd March this year, accompanied to the
Sound of Silence, share prices began moving in pretty much one
direction, as indicated by the navy arrow below. You will note we
have not spared production costs in this issue.

Is everything rosy in the garden?
No. That Wuhan Thing (or rather
our reaction to it) still dominates
our everyday lives.
 
Similarly, are the values of The
Great Companies of The USA and
The UK back to where they were in
mid-February?
 
No. Not yet.
 
But they are on their way there. And
at some future time and date they
will soar to new highs. 
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“DO NOT BELIEVE THAT ANY EQUITY MARKET STABILIZATION

IS A SIGN OF AN INVESTABLE BOTTOM IN US STOCKS SINCE

HISTORY STRONGLY SUGGESTS OTHERWISE AND WE ARE

MINDFUL THAT 2020 IS RUNNING THE 2008 PLAYBOOK AT

DOUBLE/TRIPLE TIME,” DATATREK RESEARCH CO-FOUNDER

NICK COLAS, SAID IN A NOTE. “THE NEXT FLUSH DOWN

COULD, IN OTHER WORDS, BE DAYS RATHER THAN WEEKS

AWAY.”
Mr Colas, quoted on the CNBC website, 23rd March 2020. At the time
of penning this column, the S&P500 is up around 40%. Just sayin'

firms, one in England, the other Scotland. Heaven knows
there will be more but my blood pressure was not for finding
out.
 
Both very large practices in terms of client and adviser
numbers, and assets under management (industry speak for:
total client portfolio values added together). Both firms have
every qualification going.
 
In March both firms took the decision to either unilaterally or
with client-by-client consent to effectively sell out of world
stock markets and hunker down to "safer" ground. To turn a
temporary paper-decline into a permanent real loss.
 
Why did they do this? Because their clients all changed their
financial plans simultaneously and thus all had to change
their portfolios? I think not.
 
No. This move was made because these firms practice the
ancient oriental art of "市场时机" or "Market Timing", as it's
known in the West. This involves trying to time the best time
to sell into and buy out of the market.
 
The idea is to buy low; sell high; rinse and repeat.
 
Market timing is a mystical practice as old as the Gods, as
legendary as alchemy and - to date - as effective.
 
It's quite one thing for investors to panic. That is an
understandable reaction to events. But it's quite another for
advisers to react the same way to the same  stimuli.
 
And it's unforgivable. Because if these lauded advisory firms
are not doing financial planning (and plainly they're not) and
if they're not advocating managing client behaviours as their
primary function, what on earth ARE they doing?
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If you are a client of my practice you will know that at the outset of
our journey together I would have walked you through nine key
beilefs that form the foundation of our relationship.

Before The Portfolio".
 
Which means that the portfolios
that drive your financial plans
are in servitude to said plans.
 
That the plan always determines
the nature of the portfolio.
 
That without exception any
changes to the portfolio only
ever arise from a change to the
financial plan (eg a change to
your circumstances. goals etc).
 
That in all situations the
unwritten rule is always: "No
portfolio without a plan. Not
ever."
 
And so it was, with a mixture of
dark humour layered with mild
contempt, I read of the
behaviours of certain advisers
during the heady months of
February and March.
 
Specifically the actions of two

PHYSICIAN, HEAL
THYSELF

Then, every year, if you take up our offer to you to re-tune your
financial plan via the Annual Planning Meeting (APM), we get you to
re-read and confirm consent once again to The Nine Beliefs.
 
None of the beliefs has any primacy over any other. However, at
different times during the economic and market cycles, certain beliefs
will emerge as being first among equals.
 
So it was with the recent short sharp shock outlined on page one,
which saw Belief Two assert itself in all its glory: "The Plan Comes



All mistakes and typos are also thus mine. The team does double-
check stuff but things will get through. Apologies!
 
Please do pass the newsletter on to whomever you think can
tolerate it. Our profession is full of obfuscation and unnecessary
complexity: my experience tells me that many bright, informed
people are crying out for "silver bullet" financial planning
delivered straight between the eyes (and ears).
 
No bullshit, no predictions (see below), and no muckers: these are
my precepts. Take me as you read me.
 
Thanks again.

TAXING TIMES
AHEAD

So far the feedback I have had to this newsletter has been
uniformly positive.
 
It seems that people (you) like to read something that is
clearly written in the "voice" of the author. And so it is with
the "Hat-Tip". Every word here comes from what might
laughably be called my creative well.
 
It's a labour of love. It's thoroughly enjoyable when the muse
(such as I have one) is temporarily with me and utterly
deflating when it's not.

At some stage the night out ends, the last "complimentary"
limoncello is being knocked back, and we ask Fredo (real
name Carl, from Limerick) the "Italian" waiter for "il conto
per favore."
 
Bloated and fat, we sit back in our chairs and wait for the
bad news to arrive, hoping that someone in the party has
had one digestif too many and - in a moment of madness -
offers to pay for everyone.
 
Likewise, after three months (it's getting hard to tell, as time
blurs and nothing changes) of The Great Suppression we
are coming to the time when the bill has to be settled.
 
Supreme Chancellor Rishi Sunak - the man who has been
hosing shed loads of our own money back at us as a sop for
his Government putting the economy into its first
deliberately engineered economic coma - is totting up the
bill as I type.
 
Why do I emphasise "our" money? It's because the
Government has no money of its own. It either has money
already appropriated via taxation or money borrowed that
has to be repaid by future taxation. 

THANKS!

Carl, from Limerick

NICK'S HAT-TIP: SUMMER 2020 VOLUME 2 ISSUE 2

 
In both situations you need a taxpayer. Sorry to break it
but that's you. And it's your children, grandchildren, and so
on.
 
Sunak's impending party bill is coming our way and there
will be unpleasantness left, right and centre. Some clients
are asking me what can be done now to plan for the 

Emergency Budgets looming on the horizon. I can only defer to Nobel
laureate Nils Bohr: "Prediction is very difficult, especially if it's about the
future."
 
Rest assured however that two things will happen: firstly your
financial plan is always being adjusted according to known legislation
and taxation and, secondly, no tipsy bon viveur is going to offer to pay
this bill for us, no matter how many lemon-flavoured liqueurs are
consumed.
 
80% pay for doing nothing in endless weeks of sunshine comes
with a fat bill. Cough up - your "fair share" is about to get fairer!

"THOSE WHO HAVE KNOWLEDGE, DON'T PREDICT. THOSE WHO
PREDICT, DON'T HAVE KNOWLEDGE."

LAO TZU, 6TH CENTURY BC CHINESE POET



WOT I'VE BEEN
CONSUMING

his day and certainly not by historical standards.
 
Darwin was still alive when Churchill was born.
Thoughts about race that were commonplace
and acceptable in Victorian and Edwardian
Britain are quite rightly not so now and haven't
been for half-a-century or more.
 
But charges of racism (through today's prism)
are patently ridiculous. The often cited "Bengal
Famine" is dissected by Roberts. Clearly
mistakes were made but they were blunders
carried out under enormous wartime pressures.
 
All his life Churchill had a deep love for India and
Indians. He was also a philo-Semite, a stance at
odds with the British Establishment of the 1930s
(to its eternal shame).
 
The book describes in length the arc of
Churchill's life: the highs and lows of an
incredible story. He frequently cocked-up and
was wrong on several key issues prior to WWII.
 
But when his country (and the Western world)
needed him, he was ready. His destiny was
calling and he answered.
 
Without equivocation Winston Churchill was a
great man. Those who desecrate his statue
don't deserve the freedoms that he fought so
hard to maintain.

I read "Walking With Destiny" - Andrew Roberts' masterly
biography of Winston Churchill last year. But it is such a good
book (the best I read in 2019) and the times being as they are, I
thought it might resonate if I mentioned it here, Dear Reader.
 
Events in the USA (where the police have guns) and in the UK
(where they do not but don't let that get in the way of a good

riot or two) have brought
Churchill's name back into the
forefront of public discourse.
 
Some mindless louts - some of
whom wouldn't recognise an
image of The Old Man if it were
blazing away on mega-large
plasma TV screens in their
apparently deprived households -
have shown the base side of
humanity.
 
But it was ever thus. Human
nature is immutable: there will
always be unpleasantness at the
fringes of Left and Right. Anyone
who thinks BLM is anything other
than a hard-Left Marxist political
organisation is welcome to buy a
bridge I have for sale.
 
Of course, the great irony is that
no man did more to warn the 
world of the dangers of fascism than Winston Churchill. A lone
voice howling in the wind through the 1930s, Churchill saw
National Socialism for what it was, just as he saw Prussian
nationlism prior to The Great War, and Soviet desires for
imperialism in Eastern Europe after the Second.
 
Was he an unblemished character? No, not by the standards of  
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"RECESSION IS WHEN YOUR NEIGHBOR LOSES HIS
JOB. DEPRESSION IS WHEN YOU LOSE YOURS. AND

RECOVERY IS WHEN JIMMY CARTER LOSES HIS."
RONALD REAGAN, 1980



A typical retired couple may well see one partner live for three decades or more. Over such a long period, the annual cost of
Lifestyle could more than triple. Says who? Says me: financial planning involves enormous ambiguity. If you want certainty, die now.
 
So an example Lifestyle cost of £50,000 per annum entering retirement could later escalate to £150,000 a year, just to keep standing
still. If you really must, some prosaic evidence: in 1990 a First Class stamp cost 22p. Today? 76p. Source: just Google it.

Three decades ago - Summer 1990 - the S&P 500 (The Great Companies of The USA) was valued at 360;
Today, 30 years on - Summer 2020 - The Great Companies of The USA are valued at c.3,100;
In three decades these Great Companies have grown in value by a factor of nine;
In addition, the dividends paid by these Great Companies have risen five-fold in those 30 years.
In those three decades there have been three severe "get me out of here I can't stand it anymore" bear markets (2001-3, 2007-9 and now
Q1 2020) and numerous smaller temporary declines.

Some nuggets to lessen the gloom (past performance is no guarantee of future returns etc):
 

Source for US market figures: click here.

{The above is not specific financial advice aligned to your unique circumstances and requirements. If you act
on these articles without first reading your own body weight in Key Features Documents, personal

illustrations and fund fact-sheets then you may well be struck down by lightning.}

INFLATION IS TO RETIREMENT WHAT
CARBON MONOXIDE IS TO HEALTH

We hope you enjoyed reading Nick's "Hat-Tip" Newsletter.
Thank you for your precious time. 

CONTACT US HERE
NICK ON TWITTER HERE

Dear Reader, the big risk to a dignified, independent retirement Lifestyle is the destruction of purchasing power via inflation. Like
carbon monoxide you can't hear it, smell it, see it, taste it. Yet inflation will silently, stealthily kill your wealth. The cure? Possessing a
Financial Plan fueled by ownership of The Great Companies of The World: equities.
 
The problem with the cure? It's really really hard to stick with your Plan and stay invested through the horrendous-but-
always-temporary-declines. The cure for the cure? Having a tough-loving, empathetic counselor to stand between you and
"the big mistake".

THIS IS A RECURRING PIECE. EACH QUARTER THE FIGURES WILL BE APPROPRIATELY UPDATED.
WHY? BECAUSE WHILE THE NUMBERS WILL CHANGE AROUND THE EDGES, THE MESSAGE IS ETERNAL!

HAVING STATED THE PROBLEM, AND MAYBE SCARED YOU WITLESS, I HOPE THE ABOVE FIGURES
GIVE YOU A GLIMPSE AS TO THE ONLY RATIONAL, MORAL SOLUTION FOR A HEALTHY COUPLE

FACING A THREE-DECADE PLUS RETIREMENT!

Why US data and not UK? Because the Yanks have this kind of thing publicly available and we don't - yet.

NEWSLETTER SIGNUP HERE

"INFLATION: ODOURLESS, TASTELESS, AND UTTERLY
POISONOUS TO A DIGNIFIED, INDEPENDENT RETIREMENT."

www.v2vfp.co.uk
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