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The world equity markets have declined for six straight quarters now, although we had 
some recovery in the last month.  2008 was one of the biggest calendar year drops ever, 
and the carnage continued in January and February of this year. 
 
I think it fair to say that few foresaw events unfolding as they did, and the market decline 
that followed each new issue came suddenly and took almost all by surprise.  The future 
has been and remains unforecastable - it is only in hindsight that things seem as clear as 
they do today.  One good example: many of the best minds and money managers on Wall 
Street (e.g., Dodge & Cox, Bernstein, Bill Miller of Legg Mason Value, and many others) 
were recommending and buying the big banks and brokerage firms all the way down.  
Their best analysis was that Wachovia and Citi were screaming bargains.  Ken Fisher 
picked AIG as his single best stock in the S&P 500 for 2008. 
 
As of now, Nouriel Roubini, the NYU economics professor who has come to be called 
“Dr. Doom,” is still forecasting further declines and a long recession.  Mr. Bernanke has 
a more sanguine view.1  Even allowing for the Fed Chairman’s sensitive position, I think 
he is brilliant, and I also think his credibility is his most precious commodity.  So my take 
is that he is giving us his honest opinion and being as candid as we can expect someone 
in his position to be.  Bottom line is that great minds, as always, are not thinking alike, 
and we will not know who is correct until events unfold.  In any case, new developments, 
not accounted for in any of the current analyses, will likely also affect outcomes, for 
better or worse. 
 
I am not saying this to justify any past strategy or results.  I am saying it because of the 
almost overwhelming compulsion we can experience at times like this to change course, 
to reduce risk, to look for a smarter strategy, a better way.  Right now investors have to 
contemplate the world of investment opportunities before them, assess their need for 
investment return (defined as income, capital gain, etc. – in the end it is what you gain 
and have to spend, any way you define it) and their willingness and ability to take risk 
and suffer losses (and encounter other problems such as illiquidity).  And they need to 
decide what to do going forward.  This is always the case; we believe a periodic 
reassessment of investment policy and strategy is a good thing. 

 
I would make a process suggestion for investors.  Consider the needs of your asset pools, 
their missions and purpose, how long they will last, what they are meant to achieve.  I 
would suggest that ought to be the driving force behind the rest of your decisions.  What 

                                                 
1 Blackstone, Brian.  “Bernanke is ‘Fundamentally Optimistic’ About Economy.” 14 April 2009.  The Wall Street Journal Online.  12 
May 2009 < http://online.wsj.com/article/SB123970868586316759.html#>. 
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are your time horizons and risk tolerance, needs for return/income?  Are these assets 
meant to be put at risk to earn a larger return, or preserved for more immediate purposes? 
 
In the absence of the expectation that you can time the markets and add return/reduce risk 
by tactically moving in and out of asset classes, you are always faced with the need to 
adopt a long-term strategy and have a stable commitment to the investments you choose.  
We strongly believe that, and a big part of our struggle over the last year in particular was 
trying to address the perceived need on the part of some clients for lower risk without a 
reduction in return.  The Holy Grail of investing, if you will. 
 
I have seen many financial firms trying to take advantage of this bad time in the market 
to get new business by promising new strategies to somehow generate returns without 
risk, or with little risk.  I see brokerage firms pushing “structured product” on people, 
essentially offering an illiquid black box with equity, bonds and options, bundled with 
huge fees, offering various patterns of limited upside and downside.  But I have not seen 
anything of value that represents a genuine opportunity in the market for publicly traded 
securities beyond well-managed investments in bonds and stocks.2   
 
I recently watched the latest series of short presentations by Wes Wellington of DFA on 
the current state of the market.  There are six short segments, PowerPoint presentations 
with Wes narrating over the slides.  The last segment addresses the “what to do now” 
question, and is right on point for this discussion.  I would encourage you, in light of the 
importance of the decisions being contemplated, to watch them all.  Less than an hour all 
told.  In terms of academic research and quality of presentation in a useful form, I think 
DFA’s work is as good as it gets.  You can view the presentations by copying and pasting 
this link into your browser:  http://www.dfaus.com/share/whatshou/. 
 
The last segment provides a straightforward framework for the discussion.  What can you 
choose to invest in, and what do different investments offer you?  Bottom line is that cash 
and to some degree bonds offer you relative safety and income.  Cash, in fact, offers you 
an effective inflation hedge as well (bonds do not). 
 
Beyond that, they look at gold and eliminate it for some very good reasons.  They 
eliminate market timing as well.  Good (brief) discussions.  That leaves the investor with 
the main risk assets: real estate and equities, public and private.  It is the choices you 
make about the allocation to these broad asset classes that matters most, of course.   
 
As for our recent market experiences, I can say with some confidence that we have 
experienced a “Black Swan.” 3  With less confidence but some real concern, I would also 
say that we may have moved into an era of increased volatility and risk, where once-in-a-
lifetime events happen every ten years or so.  Maybe.  I think Taleb would quite 
reasonably say that we won’t know until it happens, but we do not know that it won’t, 
and we do know that it can.  So in assessing risk tolerance, we may need to go beyond the 
                                                 
2  I will leave alternative asset classes out of this discussion for the moment. 
3  A Black Swan is an event well beyond our expectations in both frequency and magnitude, which no one expected but which appears 
obvious in hindsight.  Taleb, Nassim Nicholas.  The Black Swan:  The Impact of the Highly Improbable.  New York:  Random House, 
2007. 
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traditional models and simply ask how well we will handle events of this size (e.g., -50% 
peak to trough) or worse, if they happen again.  If that is what the market is like in the 
future, still offering long-term positive returns but with major downturns, how much of 
that can you stand? 
 
In short, I would focus your thoughts on the number, the percentage of equity.  Consider 
the risk you have in all your assets, consider the risk the world presents right now and 
perhaps ongoing, and consider what your needs for return are.  There is no easy answer, 
but I believe it is critical to find the right answer for you and the assets you hold, in light 
of the purposes for which they are intended. 
 
Best Regards, 
 
 
 
Roger C. Hewins III 
President 
 

Wipfli Hewins Investment Advisors, LLC (WHIA) is an SEC-Registered Investment Advisor.  Please remember that past performance may not be indicative of future 
results.  Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment or 
investment strategy made reference to in this Client Letter, will be profitable, equal any corresponding indicated historical performance level(s), or be suitable for your 
portfolio.  Information contained in this letter does not serve as the receipt of, or as a substitute for, personalized investment advice from WHIA.  Please let us know if 
your financial circumstances or objectives have changed.  A copy of our current written disclosure statement discussing our advisory services and fees continues to 
remain available for your review upon request. 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


