
 

                                                      
 
Greetings from your Davidson team working rotating shifts from our Regency office bunker. We hope you 

weren’t overwhelmed by the challenges of 2020. Thankfully the year had some pleasant surprises, one 

being that our portfolios managed to grow a little. In addition, I am pleased to report the attack of the “killer 

wasps” seemed greatly exaggerated! In March as the COVID virus started to gain recognition, the stock 

market went into record freefall, dropping about 38%1 in the face of great uncertainty and fear. By early 

summer, massive fiscal stimulus and a federal reserve that was determined to prove your dad wrong (that 

money could in fact grow on trees) led people back into stocks. Eventually by year end, more aggressive 

speculation in the “quarantine beneficiaries” (think Amazon, Zoom, Netflix and Peloton) had pushed many 

indexes to double digit gains. During the sharp sell-off, we were able to put some of our extra cash (money 

market) balances to work in some things we believed to be bargains. In retrospect, we probably should have 

acted more aggressively as for a short period fear ruled the day. 

 

Lately, it’s been difficult not to get caught up in the frenzy surrounding many of the companies benefiting 

from quarantining and the accelerated shifts in our economy. And who could blame speculators for getting 

excited when a well-timed investment of $25,0002 in Tesla early in the year finished at about $250,0002 by 

year end? “Sugar Plums” are indeed dancing in a lot of heads. It’s easy to be envious and tempted by these 

kinds of returns, but buying into rapidly changing, fast growing, higher priced stocks would be a rather 

significant departure from what has worked reasonably well for us over many decades. We aren’t averse to 

making a lot of money quickly, but don’t anticipate many radical changes in our investment philosophy. 

After all, we wouldn’t know what to do with an excess of short term profits. Who needs all those tax 

problems? 

 

In thinking about this, I was reminded of something that deeply affected the development of my investment 

philosophy. In the early 80s, we had the privilege of working with the lovely gentleman who owned a small 

awards (trophy) shop. In those days, there were no major sporting goods chains and the market was divided 

between smaller, family owned sporting goods stores and my client sold to most of them. In addition, he 

was able to establish relationships with the growing sports clubs and organizations like the YMCA. Very 

few people had any clue as to the financial success of this little hole in the wall shop. Eventually, it caught 

the attention of some astute suitors and was sold enabling a comfortable, long retirement. I learned another 

very valuable lesson from this family. Shortly after we started working together, our client took my wife 

and me to dinner in order to meet his wife. During dinner, she asked me what I thought about buying shares 

of that “Buffett fellow’s” company. One share each for her growing list of grandchildren. Many times since 

then, I’ve come to appreciate where the real investment savvy usually resides with most couples! 

 

Interestingly, I was introduced to this client by another terrific family who owned a high profile women’s 

clothing chain with several stores. They had a large employee base, substantial revenues and were well 

known. I saw firsthand the challenges in this business compared to the trophy business. The management 

skills needed to stay ahead in a competitive, low margin fashion forward retail business are sizable. 

Fortunately, my client saw these challenges increasing in the future and sold at an opportunistic time. The 

experience of these two owners helped me see more closely the opportunities in the low profile, less 

competitive, less exciting areas of the market. This tilt in our investment philosophy certainly is no magic 

formula, but the historic evidence for a handful of other investment managers and for us seems to favor this 

approach over a more aggressive growth momentum strategy. Over the years, we’ve had a few good 



opportunities to put this approach to work by investing in publicly traded companies that either bought out 

local successful businesses or were involved with some locally franchised gems. Remember the “Pleasure 

Pac” local coupon book company that so many nonprofit groups sold to raise funds? And after meeting the 

first Weight Watchers operator in Omaha, we later had great success in the stock. Unfortunately, there’s 

also been a number of missed opportunities that in retrospect should have been obvious. I distinctly 

remember being amazed when TV Guide magazine was bought out at a price that wasn’t significantly lower 

than the total value of the CBS Corporation. Many years later, there was another incredible aggregator of 

information right under my nose that somehow I managed to miss. Maybe I was put off by that funny 

name… Google! 

 

2020 was yet another reminder of how difficult (futile) short term market forecasts can be. However, I’m 

going out on a limb and forecasting a better year ahead. After all, the bar is set rather low. If I’m not tossing 

extra toilet paper rolls through the sliding glass doors of my elderly father’s assisted living complex, it will 

be an improvement. It will be interesting to see if the economy snaps back the way the stock market has as 

the vaccine is rolled out. We are certainly in unprecedented times and we are a bit concerned that there 

seems to be a little more greed surfacing and less attention to risk. No matter how things play out, I’ll be 

well prepared. The extra pallets of peanut M&Ms and crunchy Cheetos in my garage should last for several 

years. Please don’t hesitate to contact us with any questions or concerns. We are blessed to have such a 

trusting and level-headed family of clients. We didn’t really have many calls from panicked folks during 

the big market swoon, and your patience certainly helps us keep ours. All the best and Happy New Year.  

 
1-Barrons.com 

2-Bigcharts.marketwatch.com 
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