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Estate planning 
the systematic approach to 
consolidating your personal 
and financial concerns in the 
event of your death.
 

Considering what  
could go wrong 
this article by Allan Gray Australia 
deals with investment risk and 
some common behaviour biases 
when selecting investments. 

In pursuit of quality
clyde Rossouw of investec 
Asset Management discusses 
how investing in ‘quality 
stocks’ forms an integral part 
of their aim to weather different 
market conditions and to build 
real wealth for investors over 
the long term.

in tHiS ISSUE

FINANCIAL INDICATORS REVIEW

Six major trends facing SA 
investors in the next decade  
bernard Fick, chief Executive 
officer at prudential, discusses 
how investors need to continue 
adapting to an increasingly, 
globalized, lower return world.

Page 8Page 4 Page 5 Page 6

Gold $/oz

ZAR/uSD

ZAR/Gbp

ZAR/EuR

All Share (J203)

Resources (J210)

Financials (J580)

industrials (J257)

S&p 500

FtSE 100

nikkei

DJ-EuRo50

nasdaq

1 316 

10.575

18.0051

14.45 

50 945 

56 968 

14 501 

59 613 

1 958 

6 731 

15 052 

323 

4 397 

9.89%

-1.62%

-5.10%

-0.66%

10.14%

11.69%

13.78%

9.42%

6.29%

-0.01%

-7.61%

3.84%

5.67%

6.45%

-6.68%

-19.83%

-12.14%

27.58%

32.53%

28.27%

28.49%

21.65%

8.29%

10.98%

23.09%

28.17%

SPOT % MOVE YEAR TO DATE % MOVE 12 MONTH

22 july 2014

Values as at 30 June 2014



the uK economy is strong. Despite 
retaining interest rates at 0.5% in June, the 
governor of the bank of England recently 
indicated that interest rates will likely rise 
to a “new normal” of around 2.5% rather 
than revert to the pre-recession “normal” 
of 5%. He indicated that rate rises would 
occur in a “gradual and limited fashion.” 
the lower expected rates are as a result 
of more household debt, Europe is still 
weak and the pound is strong. the bank 
of England has also taken measures to 
suppress the housing market boom by 
limiting riskier mortgage lending.

Japan is out of deflation, Europe is slightly 
better and hanging in there and china’s 
premier li says he is confident of meeting 
the 7.5% growth rate in that economy.

but, it’s not all negative for South African 
stocks, there is plenty of evidence around 
the world that stock markets do not reflect 
the GDp growth in that economy and vice 
versa. this has been evident in our stock 
market over the last few months. the top 10 
shares in the All Share index comprise no 
less than 70% of the index, with 9 of them 
being fairly substantial rand-hedges. 50% 
of the All Share index profits are derived 
from dollars or other hard currency. Many 
of our larger shares are fortunately more 
influenced by the world economy than the 
SA economy, and the world economy is 
currently in much better shape.

Despite the uncertainty of both local and 
Global Markets, at independent Wealth 
Managers we continue to take a long 
term investment approach at constructing 
portfolios. We believe in diversifying 
across asset classes in order to reduce 
volatility over the cycle. 

We trust that you will find the content that 
follows both interesting and valuable. 

GREETINGS FROM YOUR 
FINANCIAL ADVICE TEAM 

As we wind up the first half of 2014, we like a lot of what we have seen on the global front; 
not so good on the local economic front, but good as far as markets go.

As mentioned in our last newsletter, the South African Reserve bank caught the market 
by surprise in January with a 0.5% hike in the repo rate. Due to the weakening of the 
Rand, the Reserve bank sought to contain inflation expectations going forward.

Given the continued weakness of the currency and negative inflationary outlook, inves-
tors continue to question how much further the repo rate will rise.

the Monetary policy committee (Mpc) continues to express concern over the 
under-performance of our economy (GDp growth of 1.9% in 2013) and is therefore 
reluctant to see the real policy rate in positive territory. Due to the inflationary 
pressures, it is very likely that the repo rate will rise another 100-150 bps, but the 
timing of the hikes is debatable.  

the outlook for the currency is weak on anything but a very short term view; this is 
as a result of the wide current Account deficit and budget deficit. Despite the weaker 
exchange rate, imports remain elevated and the lost production in our platinum mines 
will likely reduce exports as stockpiles are run down.

business confidence also remains unstable; there is a strong correlation between busi-
ness confidence and investment. We are unlikely to see much of a rebound in private 
sector investment while policy uncertainty remains and labour strife continues.

GDp will likely continue to struggle amidst a slowing consumer, sluggish private fixed 
investment and capped government consumption; although an improving external 
environment and tightening Monetary policy bode well for net exports.

As a result of the above, we re-iterate that in contrast to the exceptional returns over 
the past 10 to 15 years in South Africa, it is unlikely that these elevated levels can be 
repeated going forward.  investors will need to take on greater risk to achieve returns 
they have become accustomed to or accept lower real returns in future.

pieter Koekemoer of coronation provides an interesting illustration of what this means. 
the coronation balanced plus Fund produced an annualised 10 year return of 18.6% 
(12.5% real return). the real return is the return in excess of inflation and serves as an 
indicator of the increase in purchasing power over the period.  

Global Equities continue to be the preferred asset class by many Asset Managers; the 
developed economies seem to be improving.  

We’re seeing decent jobs reports in the uS, better manufacturing and better consumer 
confidence. Also the property market has recovered from its earlier dip and the stock 
market is at a record high. the uS data is picking up and the economy seems to be 
rebounding as indicators are robust. inflation seems to have bottomed and picked up 
sharply in May. if growth strengthens and inflation persists, the tighter policy may be 
forced more quickly than expected.

The above simply aims to emphasis the importance of setting reasonable 
expectations for returns and the possibility of greater volatility going forward.{ }
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Actual Real Return 
over past 10 years 12.5% 330%

Assumed Real 
Return in future 5% 60%

INcREASE IN PURcHASINg 
POwER OVER 10 YEARS

REAl RETURN

Should you have any queries or 
require any additional information, 
please don’t hesitate to contact us. 
in addition, should you wish to provide 
any input for future communications, 
your suggestions are most welcome.



It essentially involves organising your affairs in such a way that: 

•	 Estate duty is minimised;
•	 there is sufficient liquidity to meet the estate’s financial obligations; and 
•	 inheritances are sufficiently protected for your heirs.

comprehensive planning involves the structuring of wills, trusts and donations. issues 
such as Marital contracts, capital Gains tax and income tax need to be considered.

professional planning can often significantly reduce your expenses on death.

Estate planning tips

1 Review/Update your will – in our october 2013 newsletter we discussed the im-
portance of having a valid and up to date Will that accurately reflects your wishes.

2 Appointing guardians for minor children in your Will – this can be overlooked and 
is important in the event of a couple’s simultaneous death

3 Appointing Trustees for minor children – these can be different from guardians 
and are appointed to administer the capital inherited by minor children if a  

        testamentary trust is set up

4 Review beneficiaries – not only in your Will, but also in life insurance policies, trust 
deeds and group life funds

5 Record-keeping – create a list of where all important information and documents 
can be found and give it to someone to assist at the time of your demise

6 Estate taxes – there are various ways to limit the taxes payable on death (estate 
duty and capital gains tax). in preparing an Estate plan for you, we consider the  

     expenses and consider ways to minimise them (ie. Donations and the use of  
        Retirement Annuity Funds).

7 Liquidity – it is very common for an estate to lack sufficient realisable assets to 
settle liabilities such as mortgage bonds, vehicle finance, taxes and winding-up  

         costs. it is important to avoid a forced sale of assets. life assurance is an effective  
    tool in providing liquidity on death. in preparing a detailed plan, we take  
        consideration of your Estate’s ability to meet its obligations.

8 Offshore Assets – Each country has its own legislation; your South African Will 
won’t necessarily suffice if offshore Assets form part of your Estate. An offshore  

        Will may be required to administer your Foreign Estate.

nominating your Executor

the Executor of your Estate has very 
detailed tasks to undertake and therefore 
requires specific skills, knowledge and 
experience to ensure a proper and 
timely process.

Regulation 910 of the Attorneys Act 
states that only an attorney, trust 
company or auditor can be appointed as 
Executor. However, one may nominate 
an individual that does not meet this 
criteria; the Master of the High court will 
simply require such individual to appoint 
a person or company that complies with 
Regulation 910 as an Agent.  

What fees can the  
Executor charge?

the fees are regulated and capped at 
a maximum of 3.5% plus VAt on the 
gross value of assets in the estate. in 
certain circumstances the Executor can 
negotiate a discount on the fees upfront.

For more information or assistance 
with Estate planning, please do not 
hesitate to contact us.

ESTATE pLANNING 
EstatE Planning is the systematic aPProach to consolidating  
your Personal and financial concerns in the event of your death. 
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Although there will inevitably be 
unforeseeable events and factors that will 
influence global investment markets over 
the next 10 years, we see the continuation 
of six major trends that South African 
investors will need to further adapt to 
in order to be successful: lower returns 
resulting from the lingering impact of the 
2008 global financial crisis; increasing 
globalisation in the search for higher 
returns; the continued and possible full 
abolition of exchange controls; more 
active use of passive strategies; an 
increasing trade-off between risk and 
return; and the greater importance of 
tactical asset allocation as a source of 
alpha (excess returns).

1 Slower growth for longer 
= lower interest rates  

and returns
the 2008 global financial crisis 
precipitated the deepest global recession 
since the 1930s, and six years later 
much of the world is still struggling to 
attain previous growth and employment 
levels. in the uS, the Federal Reserve 
now expects long-term GDp growth at 
2.2%-2.5%, down from 3% in the 1990s, 
and nearly 50 million Americans (16%) 
are in poverty, compared to 12.1% in 
2007. Across the 18-country Eurozone 
unemployment sits stubbornly at around 
12%. While there are clear signs of 
economic recovery, its pace remains 
sluggish. Financial institutions are 
constrained by stricter capital controls, 
the unwinding of government debt and 
financial reform are dragging on due to 
political sensitivities, and attitudes toward 
lending, borrowing and investing have 
become more conservative. Although 
emerging markets have helped support 
global growth, here, too, the pace of that 
growth has slowed under the influence 
of our increasingly interconnected 
economies. Even china, with its shift 
to consumer-led from investment-led 
growth, is not likely to return to double-
digit growth any time soon (Goldman 
Sachs forecasts average annual GDp 

growth of 5.7% through 2020, while the World 
bank sees GDp averaging around 7% through 
2030). therefore it’s foreseeable that it will still be 
several years before key economies like the uS, 
uK and Europe, and the world economy, recover 
to more historically normal levels of growth, 
inflation and interest rates.

What does this mean for SA investors? continuing 
low interest rates on a historic basis (albeit with 
a gradual rise over the next 2-3 years) means 
we can expect more relatively low returns from 
interest-bearing assets like cash and bonds. 
there will be no repeat of the phenomenal rally 
in SA bond yields over the past 15 years during 
which, from their peak in August 1998 until the 
present, investors benefited from annual returns 
averaging 15.1%. these gains from inflation 
targeting and global quantitative easing have 
been banked, and going forward returns will be 
much more pedestrian.

2 poor returns from “safer” 
assets over  

the medium-term
over the medium term, the inevitable rise in bond 
yields will result in poor returns from government 
bonds. investor acceptance of a low risk-free 
return on these “safe” assets will, in turn, continue 
to make other assets comparatively more 
attractive, spurring an ongoing search for yield 
that will extend to ever-more-remote geographies 
and less traditional assets. Assets from less-
developed markets will also be more sought-after 
for their lower correlations to developed markets, 
as better-developed emerging markets like the 
bRicS become increasingly correlated (as we’ve 
already seen).

SIx mAJOR TRENDS FACING SA 
INVESTORS IN THE NExT DECADE
bernard Fick, chief Executive officer at prudential, discusses how investors need to 
continue adapting to an increasingly globalized, lower-return world
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in well-developed equity markets, it is 
already proving increasingly difficult for 
asset managers to produce alpha (above-
market returns), and this trend can only 
continue, deepening and broadening 
around the world over the next decade. 
this argues for increasing consideration of 
passive investment approaches in certain 
markets and certain portfolio constructs. 
less developed equity markets will still 
offer good opportunities for active asset 
managers to produce alpha.

3 Further 
globalisation 

– looking to china 
and Africa
Following from all this, 
we’d expect to see further 
globalisation of the invest-
ment universe – beyond 
bRicS and frontier mar-
kets – in which investors 
will have easier access 
to those underdeveloped 
financial markets that 
are not currently well re-
searched. china and Af-
rica could be the “stars” 
of the next decade. par-
ticularly exciting oppor-
tunities lie in china, as 
the chinese government 
gradually eases restric-
tions on foreign invest-
ment and the yuan be-
comes fully convertible. 
African markets should 
also come increasingly 
under the spotlight as 
they make good strides 
in improving liquidity and 
governance, and more 
companies become investible. not only 
will African equities attract more capi-
tal, but sovereign and corporate bond 
markets should also expand with the 
availability of credit ratings, more re-
search and comparatively appealing 
yield premiums.

As a result, asset managers will need to 
develop even more expertise to invest 
successfully in these markets, or to team 
up with expert partners, while investors 
will be faced with an even more complex 
array of investment choices.

4 Gradual abolition of 
exchange controls?

We believe South African investors will 
be able to take full advantage of these 
trends, as it is conceivable that the South 
African Reserve bank will eventually 
remove all forms of exchange controls 
over the next decade. no longer restricted 
to the maximum 25% offshore limit, they 
will be required to carefully assess their 
appropriate offshore exposure level. the 
risk: those with a pessimistic view of the 
South African economy and the rand 

may respond emotionally and exceed 
this level (as implied by their rand-based 
liabilities and diversification benefits). 
Experience has shown that the rand is 
not a “one-way bet” and that SA investors 
have often lost out by moving offshore 
after periods of rand weakness. investors 
will have to be careful not to overreact to 
their newfound freedom. 

5 coping with ongoing 
volatility

A final major factor for investors to cope 
with over the next 10 years is one they 
have already been adapting to since 
2008: higher market volatility resulting 
from globalisation, geo-political instability 
and technological advances. it will be 
more important than ever for investors 
to have higher risk tolerances, to ignore 
short-term market fluctuations and to 
stick to their longer-term goals. they 
can capitalise on this volatility by using 

tactical asset allocators who 
are able to react quickly and 
find opportunities to exploit, 
as markets tend to over-react 
to perceived risk events. A 
good example of this was the 
German equity market in the 
midst of the Euro crisis, when 
the DAX index fell to a price-
to-book ratio of around 1x. 

6 Managing risk 
will be key

in conclusion, in the next 
decade investors will be 
faced with more choice than 
ever, while being subject 
to an increasing trade-off 
between risk and return. in 
such a globalised, complex 
and challenging environ-
ment, managing risk will be 
key, and the expertise of an 
experienced asset allocator 
will be increasingly valu-
able. At the same time, it will 
be critical for investors, their 
advisers and asset manag-
ers to communicate more 
regularly to ensure that ev-

eryone is aligned behind a common 
longer-term strategy, even when mar-
kets are moving in a different direction.  

SOuRCE: insights
INTERVIEW: bernard Fick
chief Executive officer

All things considered.
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IN puRSuIT OF quALITy 
looking past the ebb and 
flow of financial markets

Five years into the global equity bull 
market, investors may be tempted to 
try and call the top of the market. in 
our view, trying to time the market is 
largely a futile exercise. We believe a 
more prudent approach is to look for 
opportunities and avoid the risks so that 
portfolios are well positioned when the 
turning point comes. investing in ‘quality 
stocks’ forms an integral part of our aim 
to weather different market conditions 
and to build real wealth for investors 
over the long term. 

As ‘quality’ investors, we favour com-
panies that don’t rely heavily on central 
bank policies or economic momentum 
to produce returns. in this way we avoid 
exposure to stocks that are very sensitive 
to market volatility. We invest in compa-

outperformance through a 
full market cycle
 
Quality companies tend to outperform 
through a full market cycle. they can 
offer meaningful returns when times are 
good in the broader equity market, but 
more importantly, their defensive nature 
means they often have smaller losses 
than the broader equity market during 
a downturn. Even if the share prices 
of quality companies weaken, their 

nies with pricing power that generate at-
tractive margins. they typically have low 
levels of debt and provide substantial 
returns on invested capital while still be-
ing able to return large amounts of cash 
to investors. these businesses have the 
ability to compound shareholder wealth 
over the long term.

brand power alone 
does not count

Quality companies tend to have dominant 
intangible assets such as strong brands, 
patents, licences, copyrights and distri-
bution networks, which create a strong 
competitive advantage. but the allure 
of a premium global brand is not a suf-
ficient condition for investment. the fi-
nancial literature is littered with investors 
who have paid too much for what they 
thought were good quality businesses 
and then they turned out to be pretty 

earnings and dividend performance 
usually ensure that investors still receive 
a cash return during periods of market 
underperformance.

Quality stocks may be vulnerable to 
lagging share prices during the late 
stages of a bull market cycle. During 
this phase of the market, high-beta 
stocks (shares with a high degree of 
sensitivity to movements in the broader 
equity market) typically outperform. Even 

average or poor. our research process 
focuses on identifying companies that dis-
play the best combination of high quality, 
sustainable growth, above average yield 
and compelling valuations. We apply these 
criteria across different geographies.

nestlé, a core equity holding in our port-
folios, is a good example of a global 
franchise company that meets our qual-
ity investment criteria. the Swiss multi-
national is recognised as one of the big-
gest food and beverage companies in 
the world. Headquartered in Vevey, Swit-
zerland, this global producer operates 
in over 194 countries worldwide. We ex-
pect the company to continue to deliver 
an attractive return over the long term 
due to the consistency of its earnings 
and free cash-flow growth, which should 
compound shareholder value over time.

though earnings may be pedestrian, 
stocks that are heavily exposed to 
economic momentum and sentiment tend 
to do well. this scenario is currently 
at play in developed markets. Global 
quality stocks have underperformed 
over the last 12-15 months. in our view, 
investors are overpaying for poor quality 
businesses. A number of cyclical, small 
cap companies with questionable bal-
ance sheets look expensive, based on 
key valuation metrics.

nestlé – the quintessential global franchise stock
Quality: Strong and improving profitability growth: The power of compounding - organic sales growth
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Mispricing provides an 
opportunity to buy good 
businesses
central bank market engineering con-
tinues to dominate markets, which 
has created a challenging investment 
environment. Markets have been driven 
by expectations and sentiment, and 
many of the traditional fundamental 
valuation rules no longer seem to apply.
We have become more cautious about 
those areas that have already seen a 
very strong run and are subsequently 
avoiding stocks heavily exposed to 
economic momentum and market senti-
ment. However, there are global quality 
companies we believe the market has 
mispriced. this provides an opportunity 
to buy good businesses with a favourable 
earnings profile and a sound balance 
sheet at a discount to the broader global 
equity market (MSci Word index). 

We expect consumer staples to re-
bound in the second half of this year. 
the ratings of companies with large 
operations in emerging markets have 
been hit because of weak economic 

conditions, depreciating local currencies 
and uncertainty around elections. the 
outlook for these markets, however, 
should improve. this, together with a 
renewed focus on cash flows, should see 
consumer staples strengthening over 
the coming months. the performance of 
tobacco stocks has been disappointing. 
these companies have substantially 
lagged the overall market, and we see 
some attractive opportunities in this 
area. We have exposure to tobacco 
companies that offer good dividends 
and whose dividend growth has also 
been strong.

How will quality companies 
fare in a rising rate 
environment?
interest rates have risen in many 
emerging markets, amid concerns over 
inflation. With the uS Federal Reserve 
gradually reducing monetary stimulus, 
the debate has shifted towards the 
normalisation of policy in the developed 
world. While Europe faces deflation and 
fragile economic growth, the uS and the 
uK could see rates rising next year as 

economic growth gains momentum and 
the labour market improves. the timing 
of future interest rate increases remains 
uncertain. Rather than attempting to 
predict the direction of interest rates, 
we prefer to invest in quality stocks 
that have proved to be resilient when 
rates go up. tobacco companies 
should still show decent growth in a 
rising rate environment. because the 
balance sheets of quality companies 
are typically healthy, these businesses 
could benefit from rate increases. 
Quality firms typically have no debt, 
and surplus cash. Higher interest rates 
should provide some income and at the 
same time should not hinder expansion 
in these cash-flush companies.

2.0%

1.5%

1.0%

0.5%

british American tobacco plc – solid earnings and dividend growth

DIVIDENDS PER SHARE                     ADjUSTED EARNINgS PER SHARESOuRCE | company reports, 2014

Earnings per share growth of 14% p.a.
Dividends per share growth of 13% p.a.

SOuRCE: investec: in persuit of Quality
INTERVIEW: clyde Rossouw
Head of Quality, portfolio Manager

“We have exposure to tobacco 
companies that offer good 

dividends and whose dividend 
growth has also been strong.

”
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CONsIDERINg whAT COULD gO wRONg
AT sOME pOINT IN ThE 
INVEsTMENT pROCEss, AN 
INVEsTOR hAs TO ANALYsE 
A COMpANY AND ITs FUTURE 
pROspECTs AND COMpARE 
ThOsE pROspECTs TO ThE 
pRICE AT whICh ThE  
COMpANY TRADEs. 

often the investor will have an investment 
thesis outlining why the company should 
be bought and probable scenarios for 
the company’s future earnings. the 
investor often spends considerable 
time backing up particular assumptions 
and narrowing those scenarios, while 
spending less time on thoroughly testing 
the downside. However, understanding 
the worst-case scenarios and how the 
company may fare in those situations, 
can help deliver superior returns.

it is easier to focus on what 
could make an investment 
a good choice 
‘confirmation bias’ is a well-docu-
mented human tendency. this bias is 
thoughtfully explained in Daniel Kahn-
eman’s exposition ‘thinking, Fast and 
Slow’. After creating a hypothesis, peo-
ple do everything they can to prove it 
right. this is how most popular debates 
are currently conducted on tV, whether 
they are between politicians, pundits or 
economic forecasters. they use the evi-
dence that supports their arguments, 
while ignoring everything else.

it’s not just on tV. A study a few years 
ago by Valdis Krebs found that buyers 
of liberal political books on Amazon.com 
buy only other liberal books at the online 
bookstore, while buyers of conservative 
books buy only other conservative 
books. As humans, we tend to want 
to know that we are right and will seek 
out information that supports this 
knowledge. this especially holds true if 
we already believe we have come to a 
considered conclusion ourselves.

the same applies to the investment 
industry. After coming up with an idea, an 
investor finds it easy to think selectively 
about this idea and visualises a reality that 
matches their expectations. As a result, the 
investment thesis can sometimes dictate 

the investor’s assumptions. For example, 
if a gold company looks promising, an 
investor may well decide to use a higher 
gold price in his forecasts. on the other 
hand, when there is negative sentiment 
about the gold sector universally, analysts 
seem to use lower numbers for their gold 
price outlooks. this can apply to any driver 
of a company’s earnings and can have 
a negative impact on good investment 
decision-making.

considering the downside is 
an important part of making 
an investment decision
All companies’ prospects have downsides, 
even if their cEOs rarely want to talk 
about them  and even when the company 
is considered a good quality company. 
Knowing what plausible downsides may 
look like can help an investor determine 
the amount of risk inherent to investing 
in the company. Getting a sense for the 
probabilities of the downside scenarios 
and an estimate of the implied multiple 
of earnings in those scenarios can give 
a sense of the buffer available. in today’s 
environment, for example, you may not 
want to pay 25x earnings in a worst-case 
scenario, which may be likely to eventuate.

considering the downside also means 
digging up all the evidence that may 
contradict an investment thesis. it is 
similar to following a scientific process: 
after coming up with a hypothesis, you 
must find all the evidence that could 
disprove it and all the scenarios in which 
you may be wrong. 

Richard Feynman, a nobel prize-winning 
physicist, once told a story about a 
‘cult’ of people who saw planes land 
during the war with desirable materials. 
they thought that if they built their own 
runways, lit fires down the side of their 
runways, put a person into a wooden hut 
and gave him two wooden pieces to put 

on his head like headphones, then there 
would be more planes and therefore more 
of the material they wanted. However, of 
course it didn’t work out like that. there 
was another explanation for those planes 
– they were being deployed by another 
country to support a war effort, and 
the runways, wooden huts and people 
with headphones all just facilitated the 
endeavour. in telling this story, Feynman 
noted that ‘the first principle is that you 
must not fool yourself – and you are the 
easiest person to fool’.

contrarian investing 
requires focussing on
contradicting evidence
not fooling yourself is hard work. However, 
for contrarian investors, it can, in some 
ways, be a bit simpler to identify some 
of the contradicting evidence, while still 
knowing they may be wrong. A contrarian 
investor has a suspicion as to why people 
are selling. Sell-side analysts will write 
about all the things that are wrong with a 
company. newspapers will also bemoan 
the company’s performance. the key 
task for a contrarian investor, then, is to 
evaluate the logic and the probabilities of 
the scenarios that have spooked others.

unfortunately, we cannot avoid being 
wrong. the good news is that to be 
successful in investing, you don’t have to 
be right 100% of the time. You can help 
limit permanent capital losses even if some 
of the more plausible downside scenarios 
become a reality by always considering 
the downside and not paying too much.

SOuRCE: The Gray Issue
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