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July 15, 2019 
 
 
Dear Friends, 
 
In the second quarter the All-Cap and Mid-Cap composites again increased in value with less 
volatility then the S&P 500. Our focus on the three r’s of reasonable valuation, recurring revenue 
streams and recession resistant industries allowed you to benefit as the earnings of your portfolio 
companies grew. 
   
Too many people these days are invested in “the stock market” without knowing the businesses 
they own. Our strategy is to pay fair prices for companies benefiting from societal trends that are 
likely to continue, for example, spending on healthcare, credit-card usage, and the need for 
software, among others. Valuations will fluctuate, but over time the stock price of a company 
will reflect its earnings power. 
 
What follows is our take on the second quarter. What happened; what is likely to happen; and 
what that means for your portfolio. 
 
In a Volatile Quarter U.S. Stocks Finished Higher. The quarter was a positive one for the 
S&P 500, despite a 6% pull back for the S&P 500 in the month of May as a result of increasing 
U.S.-China trade tensions. In June the market rebounded 7% as a result of positive commentary 
on a potential trade deal and a greater likelihood of a cut in interest rates by the Federal Reserve 
due to weakening global growth. 
 
The Federal Reserve Will Cut Rates; the U.S. and China Will Not Come to a Meaningful 
Trade Agreement; and Economies Outside of the U.S. Will Stay Weak. Our base case 
investing scenario is that interest rates both long and short will stay relatively low; that China 
will no longer think of the U.S. as a reliable trading partner and therefore will have to create 
parallel technological capabilities; and, that the U.S. economy, powered by the U.S. consumer, 
will stay strong relative to the rest of the world. 
 
ABCD: Average Up. Buy the Business. Cut Losses. Derisk. Rinse. Repeat. With over 12 
trillion dollars of negative yielding debt in the world we are clearly living in unusual times. But 
after almost 30 years of managing money, my working assumption is that all times are unusual 
and that the improbable will happen not infrequently. It is our job to manage your wealth through 
that volatility. As such, we are sticking with our process of buying quality businesses at 
reasonable valuations, buying more of those businesses as the thesis proves out, selling most 
losing positions quickly, and trimming positions when the valuation may have gotten ahead of 
itself.  
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We reduced our weighting in payment stocks that have performed very well this year, and added 
to health care stocks which have been out of favor. In addition, we bought more of some 
software and data businesses that we think have a long runway of growth ahead of them. 
 
In the second quarter, Warren Buffet said, “I think stocks are ridiculously cheap if you 
believe…that 3% on the 30 year bond makes sense.” The 30 year treasury yield was down to 
2.5% at the end of the quarter. The message from the Oracle is clear. Now is the time to set up a 
call or a meeting to discuss your asset allocation. 
 
 
With all best wishes, 
 

 
Manny Weintraub, CFA 
Founder and Principal 

 
 

 


