
KWAG December Update 
Over the past two weeks - or since our most recent investment 

committee meeting - our firm has been working diligently 

updating our core portfolios, and rebalancing all of our clients’ 

accounts. The fact is, we do this every quarter. However, some 

quarters are more challenging than others. Right now, our 

biggest challenge is protecting portfolios from a significant market 

dip. Of course, we don’t want to protect our portfolios at the 

expense of reducing future positive returns, which is where the 

challenge lies.  

 

We begin every quarter in the exact same way. First, we start 

with our core group of managers, and then we spend the next 

three months tearing them apart, and looking for chinks in their 

armor. We draw upon an array of both external and internal 

research, which we use to evaluate our managers. At the end of 

the quarter, our investment committee meets and we hammer 

out our conclusions. The purpose of our investment committee 

meetings is inherently obvious, but worth repeating. Simply put, 

we want to be sure we have the best managers that money can 

buy, and we want to be sure our portfolios are appropriately 

balanced to capture upside market returns, while protecting our 

clients against the inevitable downside dips.  

 

Once we have come to a consensus on each of our managers and 

our core portfolios, we each go back to our respective offices and 

thoroughly examine every single one of our client portfolios to 



make sure they are built efficiently. For some people, this 

admittedly tedious process would be incredibly boring and 

analogous to watching paint dry. I personally find the process to 

be the exact opposite. I find the process of looking at every client 

portfolio very invigorating and extremely rewarding…particularly 

after years like 2013. Of course, I also love long days in the 

garden, watching baseball games, and playing chess…so I 

admittedly have some “issues.” 

 

My Apologies 

Over the last few weeks, I’ve had a number of clients call (and 

write) me about our “missing” e-mail updates. They wanted to 

know if they missed one of my normal missives and/or in a few 

cases they have wondered if Katie inadvertently purged them 

from our e-mail list! One person even cussed me out because 

they “looked so forward to the weekly updates!” I’ll take that as a 

compliment…   

 

The truth is, at some point each and every quarter we bury our 

heads in our client portfolios at the expense of everything else. 

We do so, because we know it matters to our clients and their 

portfolios over the long run. So, I apologize for missing a few e-

mail updates. Normally, I am much better about managing and 

balancing my time. That said, we at KWAG feel really good about 

how each and every one of our client portfolios are balanced right 

now, so the period of hibernation was well worth it!  

 



As I write this, I can confidently say all of our client portfolios are 

well positioned for whatever the financial markets throw at us 

going forward…good news or bad. 

 

Kindles versus Books 

We all have a few friends who profess their deep love for their 

new kindle. Users brag about how the kindle has changed the 

book industry and how this device can hold an entire library of 

books in an instrument that fits in the palm of their hand. I agree 

- it’s a great piece of technology that has leveled the educational 

field across the globe. However, I still prefer actual books, which 

implies there is a place for both kindles…and books. 

 

All of us use new technology to make our lives easier and more 

convenient…and the investments industry is no different. For 

example, at the end of every trading day, I use my smart-phone 

“Market App” to see how each one of our managers has 

performed. Each of our manager’s daily performance is updated 

at 7pm each evening and I usually check the values on my smart 

phone at exactly 7:01. This is extremely helpful to our practice, 

but only in a limited way, since it doesn’t really show me how well 

diversified each client portfolio is at the end of the day. 

 

E-mail is another tool that has changed our industry in dramatic 

ways. For example, for as long as I can remember, I’ve been 

receiving a Saturday morning e-mail update from Brownie 

summarizing all of our manager’s performance. Every Saturday, 

Brownie provides a really nice overview of all of our current 



managers, and he compares them to various benchmarks over 

different time periods. Again, this is a very helpful tool in terms of 

keeping track of each of our manager’s performance versus their 

peers. However, it’s limited, since it doesn’t really show me how 

well diversified each client portfolio is at the end of each week.  

 

This is where the new Morningstar.com software helps our firm. 

Every day, I religiously log onto Morningstar.com and I routinely 

examine 30-40 client accounts to make sure they’re well 

diversified across the entire stock market, and properly balanced 

between their stock and bond holdings. With one click of the 

mouse, I can pull up a clients’ Morningstar snapshot, which allows 

me to examine their specific managers and their specific 

diversification across the nine equity style-boxes. If the portfolio 

is diversified within the parameters we set out, I click on the next 

portfolio and move on. If the portfolio is out of balance, I send 

Katie (and her operations team) an email of the specific trade I 

want to make, and within 24 hours the trade is executed and the 

portfolio is rebalanced.  

 

Over the course of two to three weeks, this allows me to examine 

every single one of our clients’ accounts. Ten years ago, this 

process would have been impossible. Today, we have a rigorous 

monitoring process in place that incorporates all of the newest 

technologies, many of which we now take for granted.  

 

And yet, I still like looking at hard copy reports, as opposed to the 

internet, and Morningstar.com. 



I’m Old School 

I have to admit, I’m not a kindle user. The truth is, I really like 

holding a hardback book in my hands when I read. It’s like 

gardening and getting my hands dirty. There is something 

genuinely satisfying about the feeling the weight of the book in 

my hands, and there is a feeling of satisfaction when I turn that 

last page of a great book. I love dog-earing certain pages that I 

come back to. When I go to bed, I like seeing the book on my 

nightstand waiting for me. Of course, when I’m finished with the 

book, I enjoy adding it to my collection of other hardback books 

in my library. Like I said, I have “issues.”  

 

I feel the exact same way when it comes to our client portfolios. I 

can easily log onto Morningstar.com and look at every client’s 

portfolio of managers - and as I noted above - I regularly do just 

that. However, every three months, I prefer to print out a hard 

copy of every single one of our client’s accounts in black and 

white, and I like to go through each account thoroughly. The 

truth is when I hold that report in my hands I feel a direct 

connection with that person, along with his or her family. For me 

this process is invaluable. Think about it…I have all this 

technology at my disposal, and yet my favorite part of the quarter 

involves printing out each portfolio report and putting myself in 

person’s shoes.  
 

The process is the same each quarter. At the end of the quarter, 

Kristen, Christy and Angelique print out every single clients 

account. Once I receive them, I compare the current quarterly 



reports to previous quarterly reports to make sure we’re on 

track…as promised. Then, I read through each person’s notes and 

I think about each individual risk tolerance and any of our recent 

phone and/or e-mail conversations. Sometimes, I pretend that 

person is in the room with me as I leaf through their information. 

Finally, I play the devil’s advocate and ask the hard questions 

about each account.  

 

What Hard Questions? 

After the significant market run-up we’ve experienced over the 

past few years, we at KWAG are much more concerned with 

protecting client portfolios than we are growing them. We know 

we can’t time the markets swings, so we focus on the items we 

know we can control. Specifically, I ask the following questions: 

Is the stock portfolio diversified correctly? Is the bond portfolio 

diversified correctly? Am I happy with each of the managers? If 

there is a market drop, do we have the right managers in place? 

If we make a change, how does it affect the portfolio tax-wise? 

Are we positioned to take advantage of a dip? What little tweaks 

could I make to protect this client? Is there something I’m 

missing? 
 

If I feel like the account is positioned correctly, I move on to the 

next client and begin the process again. 

 

This process is definitely time consuming, but I believe it’s well 

worth it. I think each and every client deserves that quality 

time…regardless of when the last time was we communicated. 



So, now you know why I’ve been a little tardy with my e-mail 

updates. I apologize. On one hand, one could argue that I could 

have been more efficient with my time by embracing the new 

technology that surrounds us everywhere - or - on the other 

hand, one could argue it’s still okay to get your hands dirty by 

printing out hard copies and digging below the surface. 
 

As I said, I’m not really a kindle guy…however, that doesn’t mean 

I won’t embrace new technologies if I believe it will help our 

clients and their portfolios. 

 

Have a Happy Holiday 

We wish everyone a truly joyous holiday season. Our year-end 

office hours will be altered a little due to the Christmas and New 

Year’s holidays. We will be closed on December 24th through 

December 26th. On Tuesday, December 31st and Wednesday, 

January 1st, 2014 our office(s) will also be closed. However, we 

will be checking our phone lines and e-mails regularly, in case 

there is an emergency. 
 

Travel safely, embrace your family and friends, and take a 

moment to appreciate all that we have… 

 

Joe & The Gang at KWAG 
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