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Assabet Advisors is an  

independent Massachusetts Regis-
tered Investment Adviser, seeking 
sound and customized investment 
solutions for high net worth individu-
als, businesses and foundations. 

Focusing our business on  larger 
portfolios, we are able to offer our 
clients highly flexible services and 
frequent communication. 

We are among a limited group of fee-
based advisors who are  approved 
for  access  to the funds of Dimen-
sional Fund Advisors. 

 

Home ownership, the American Dream. 
In recent years, it became a nightmare 
for thousands of Americans whose house 
values dropped below the level of their 
debt, and for those who lost their houses 
to foreclosure. In the course of the hous-
ing crisis, much was written about the 
errors that caused it: avarice on the part 
of companies who too easily granted 
mortgages to those who would never be 
able to keep up with them... the insis-
tence for immediate gratification on the 
part of the mortgagees....the often naïve 
and greedy practices of claiming and 
spending one’s equity or buying a house 
just to “flip,” and a speculative bubble 
that drove housing prices to an unrea-
sonably high level. The fall had to be 
steep and there were far too few nets. 

Underlying these errors were a few com-
mon misapprehensions: 1) Housing val-
ues only go up over time so home own-
ership builds your nest-egg. 2) we all 
become better able to pay our mortgages 
as time goes on. 3) It’s foolish to not 
take advantage of the mortgage interest 
tax break. In sum, Americans had come 
to believe that owning a house is not 
only “the dream” but a good investment. 

As mortgage money evaporated and the 
foreclosure rates rose, Americans dis-
covered that those assumptions were 
flawed. The percentage of people renting  
instead of buying rose, in part from ne-
cessity. Many recognized that renting 
can be a preferable option to buying.  

In more recent months, the housing sec-
tor has been improving, thanks to the 
congruence of several factors including: 
historically low interest rates, greater 
availability of mortgage money, and at 
least some growth in employment.  
Housing values are rising. As home  
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Living the Dream 

ownership becomes more possible for 
more people, we are losing the wisdom 
gained through the hard knocks of the 
housing crisis. Once again,  buying a 
house is promoted as a good investment. 

What makes a good investment? It’s the 
probability of gaining a good return on 
your initial investment relative to the 
length of the investment period, the risk 
of loss and the opportunity cost of hav-
ing your money tied up 

 

 

 

 

 

Houses don’t rank particularly well in 
terms of investment return. Forget the 
simple equation of selling value minus 
original cost of purchase. That calcula-
tion leaves out interest payments (often 
equal to the cost of the house over a 30 
year mortgage) real estate taxes paid, 
maintenance, renovations and insurance. 
If you do sell for a price considerably 
higher than your purchase price, one 
economist suggests that you view the 
difference not as a profit but as a partial 
rebate on the money invested over the 
years. 

Ask yourself:  Inflation aside, why 
would the selling price be greater than 
your purchase price 30 years prior? The 
house is x years older and house styles 
change over time just as with any 
other product. Today’s buyer may 
want open architecture and m u l t i p l e 
baths, while at the time of purchase, peo-
ple preferred nooks and crannies and 
managed well with a single bath.  

Continued p. 2 
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Style changes argue, on their own, for a decrease in value. 
Older houses usually require higher maintenance costs, again 
decreasing value. Certainly you can invest in additional bath-
rooms, and remove a few walls to modernize the house, but 
those should be considered a part of the house’s overall cost. 

If a house brings a greater price than the purchase price, 
that’s a reflection of inflation, an amount imbedded in your 
income and the prices you pay for other goods and services. 
Above and beyond the inflation effect is dumb luck: external 
changes that make your location particularly attractive. Has 
the town moved upscale over the years, and now boasts the 
best schools in the area? Was the adjacent land bought by the 
state as a wildlife reserve?  

There also is the market environment at the time of your sale. 
You may want to downsize locally or move out of state right 
when the local housing market is booming and inventory is 
low. Conversely, you may be buying into a benign market 
when rates are very low and inventory is extremely high. In 
these cases, homeowners can make significant money, well 
above the initial cost plus all the money sunk into the house 
over the years. It is these stories that capture the imagination 
of those who see a house as a potentially super investment. 

Although Americans have long valued having growing eq-
uity, it has been fairly recent that houses were seen as an in-
vestment. Instead of the “3-legged stool” of retirement sav-
ings which included the company pension, social security and 
private savings, the house has become a part of the plan.   

Notes from the Assabet is about far more than investments. It’s about money...anything connected to money. If you’ve been read-
ing it for a while, you know how broadly cast that topic can be. It seems only right to introduce our readers to anti-money in the 
form of Daniel Suelo, a man who “quit money” in 2000 and has lived entirely without it ever since. Skeptical? Don’t be. 
 
Suelo has a primary dwelling in a small cave in Moab, Utah. When he travels, he sleeps in parks, sheds, abandoned buildings. Oc-
casionally he house-sits for friends. He eats what he can forage in nature, find in dumpsters, retrieve from what restaurants are 
throwing away, fresh roadkill, food given him freely. Daniel relies on abandoned bikes, walking or hitch-hiking for transportation. 
He maintains his website and blog from public libraries. Sometimes he works, not for money or barter, but freely to help someone 
out. He accepts services in a similar fashion but does not count on them. If he should get hurt and a medically trained person is 
around and offers help freely, he would accept. Or he would count on the body to heal itself while accepting its limitations. 
 
Daniel Suelo is not crazy, just extreme. He’s bright, well-read, and deeply spiritual, a philosopher. To get to the point of quitting 
money, he lived a few decades, read intensely in the world’s religions, and traveled widely. He came to these conclusions (matters 
that are developed in great depth in his blog): 1) money is an illusion. It has value only because people believe it has value. The 
more involved we are with money, the more we live outside of reality and apart from the present. 2) money fosters credit and debt, 
which binds us unnaturally to others. It fosters greed, exploitation, and being overcome by possessions. In nature, he writes: “All is 
freely given, freely taken, with no sense of barter, debt, money.” There is  balance.  

Some people react defensively to Suelo. But why? It’s his life. His extremism stimulates us to look at our own patterns. 

Mark Sundeen, The Man Who Quit Money, www.zerocurrency.blogspot.com, https://sites.google.com/site/living without money, J. Becker, The Man Who Quit                        
Money—An Interview,” BecomingMinimalist.com. 
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As an investment, a house is unstable,  ties up assets that could 
be invested otherwise, and is quite speculative. When you view 
it as an investment and include the house in your investment 
portfolio, it represents a huge percentage of your net worth held 
in a single non-diversified illiquid asset. A savvy investor likely 
would not make that choice. 

If I were to sell my house and rent housing, my overall costs 
would decline, I could invest the proceeds in a diversified and 
more predictable investment pool, and I would be free to move 
when I wanted or needed to. So why do I own a house? Cer-
tainly not as an investment, for all the reasons listed above. The 
only financial advantage for me was the enforced “savings” 
embodied in a mortgage.  

In the case of both of our families, we bought a house as a place 
to build a family life, and to put down roots in a neighborhood 
and a community. It doesn’t need to turn out to be a “good in-
vestment.” It is the place where we raised children, celebrated 
many family events, hosted friends. The house is ours. The 
woodwork the dog chewed (or the cats clawed)  were ours to 
protect or destroy. We worked and played in the yard. We can 
point to the growth or the death of certain favorite trees over the 
period of our ownership. The house holds our memories. What 
I’m describing isn’t a house. It’s a home, something that we 
can’t buy or sell but can only make. 

R. Shiller interview, Business Insider.com 2/7/13, D. Crook, “Why Your Home 
is Not the Investment You Think it is,” WSJ.com, 3/15/07, V. Vuk, “Is a House 
Ever a Good Investment??” www.caseyreasearch.com, 3/7/12, J. Cabler, “Is 
Buying a Home a Good Investment?”www.cfinancialfreedom.com 

Without Money  
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A Nickel For Your Thoughts? 

 

 

  

  

  

  

  

  

  

  

  

Economic and Financial Review 

 

So far  none of the bills introduced in the House of Representatives to eliminate the penny have passed, but recently the idea has 
gotten considerable currency (sorry, couldn’t resist). Canada eliminated their penny in 2012. After all, it costs more than a penny 
to mint a penny. The cost of the raw materials themselves exceeds the face value. Many consumers don’t use them at all but 
store them in jars, or even toss them out. Did you know that the zinc covered penny, first minted in 1982, is more dangerous 
than the earlier model? Don’t swallow one! 

Why would we not eliminate the penny? Some fear that rounding to the nickel might raise prices. It would be costly to the gov-
ernment by increasing the demand for nickels which are more expensive to produce. Also, costs for software modifications or 
replacement would be extremely high. Certain charities whose fund-raising depends upon penny drives oppose elimination. 
There actually are lobbies for and against the preservation of the penny. 

As you debate which side you are on, consider these 10 indispensable uses for the penny outside of commerce: 

1. Pennies can be used to measure the tread on your tires. If part of Lincoln’s head is covered, the tire has some miles left. 
2. A few pre-1982 pennies placed in your birdbath can inhibit the growth of algae. 
3. We have all used a penny as a screwdriver at some point, right? 
4. A penny under a table leg can correct imbalance, much as plumbers sometimes slip a penny under a toilet before sealing. 
5. How about determining a winner through Heads or Tails? 
6. Sew a penny into the hem of a curtain for level hanging. 
7. Pennies bring luck. Throw one in a wishing well. I know someone who “planted” pennies randomly for people to find. 
8. “Penny loafers” are a great fashion statement (somewhere….possibly) 
9. A penny is the going rate to find out someone’s thoughts. 
10. Use pennies to repay a debt to a creditor you really don’t like. 
 
 
V. Johnson, “83 Things You Can Do With a Penny”, savingadvice.com. 6/23/07, “7 New Uses For a Penny,” RealSimple.com, 2/5/13, “Penny Debate in the 
United States,” wikipedia.org. 

 
Stock investors were well-rewarded in the first quarter as the S&P 500 index of U.S. large-cap stocks had a return of 10%. Both 
the S&P 500 and the Dow Jones Industrial Average (up 11% for the quarter) were at record levels on the final trading day of the 
period. Small-cap stocks outperformed large-cap, and the value sector surpassed growth. Investors welcomed the returns. How-
ever, many analysts were puzzled by the robust market in the context of the sequester and fiscal uncertainty, and a flare-up in the 
European debt crisis, this time focused in Cyprus. The argument for an equity retrenchment was so compelling, that many inves-
tors stayed out of the market, missing the gains. Private investors in particular have not fully reversed a withdrawal from the 
stock market in 2008 and 2009.  

There were reasons for optimism. The rally was fueled by the Fed’s statement that they would do what they can  to spur growth 
(keep a lid on interest rates), at least until unemployment drops to 6.5% or the rate of inflation exceeds 2.5%. The economy has 
shown some signs of recovery. Personal income and payrolls have grown and home prices are up. Together these factors have 
motivated consumers to increase spending. Recent retail sales have been above forecasts. The housing and auto sectors have 
improved. Also, stock valuations remain historically low. Perhaps the best explanation for the rally is a statement by the head of 
Holland & Co., “When there’s an absence of really bad news, the path of least resistance is up.”* Looking ahead, we may find 
that the reversion to a 6.2% payroll tax on January 1 and the effects of sequestration have a dampening effect on consumption. 

International equities were weak during the quarter as debt woes were more immediate. The MSCI EAFE Index of international 
large-cap stocks was up by +5.23% for the period, while emerging markets lagged. (MSCI EM Index was down -1.57%)  

Fixed income performance lagged that of equities in the period. The Barclay’s Aggregate Bond Index dropped by –0.1%. World 
bond funds had an average performance of –0.8%. Only the high yield sector had positive performance.  Concerns about Euro-
pean financial stability drove investors to the U.S. Treasury market for safety. Monetary easing and foreign investors kept U.S. 
Treasury yields low, driving some discouraged bond investors to emerging market debt. Currently, the Federal Reserve is pur-
chasing $85 billion in longer-dated Treasury securities and mortgage-backed securities each month in order to maintain liquid-
ity. Most central banks are very accommodative as well and a majority of observers do not expect policy changes in 2013.  

*Investment News, 3/25/13 p. 18 



The information contained herein should not be construed as personalized investment advice. There is no guarantee that the 

views or opinions expressed in this newsletter will be realized. Assabet Advisors, LLC (“Assabet”) is a Massachusetts state registered 

investment adviser.  This newsletter is limited to the dissemination of general information pertaining to its investment advisory 

services. For information pertaining to the registration status of Assabet, refer to the Investment Adviser Public Disclosure web site 

(www.adviserinfo.sec.gov). For additional information about Assabet, including fees and services, ask us for our disclosure state-

ment as set forth on Form ADV, or find it on our website.  
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Just plug in your credit score for an answer. That’s the premise of creditscoredating.com “where good credit scores are sexy.” You 
also can join Datemycreditscore.com to find potential life partners who meet your standards of creditworthiness. Apparently the 
factors used to narrow the field decades ago, or even more recently on Match.com and other online dating sites ignored a critical 
point of discrimination: how well does this individual handle debt? For many daters these days, having a credit score below 750 
can be a deal-breaker. These individuals debate how to discover the score on a first date, to avoid wasting time with a low score 
holder. The potential impact of credit scores on your love life, among other things, was enough to motivate 24,000 people to par-
ticipate in the online My FICO Financial Fitness Challenge last year. 

Daters may imagine that the score represents an individual’s total financial soundness. It does not. Your income, work history and 
assets are not in your score. A person with a low income and small bank account might have a top credit score while an extremely 
wealthy person might have a low score. Dave Ramsey, a financial advisor and marketing genius who has made millions with his 
books, courses and broadcasts, has a credit score of 0. Why? Because he has zero debt. As he explains, “I don’t have credit, I have 
money.” and “The credit score is really an I-love-debt-score.”  Dave also points out that 0 credit is different than bad credit. 

If the FICO score is a false measure of financial success, what does it measure? Actually, there are more than a single FICO score, 
varying with the credit bureau. They all derive from a complex algorithm developed in the 1980s by Fair Isaac & Co. to provide 
credit bureaus with a 3 digit number which can summarize the risk of default on a new debt. In short, it represents how an individ-
ual handles debt, not how much debt (s)he can handle. Backing the calculation is a voluminous collection of data. The weightings 
determining the final score are:  

35% your debt payment history (To do well, pay on time - no more than 30 days past due - or even better, pay in full and on time)  

30% your level of debt (To do well, do not have a greater than 35% debt to credit allowance ratio in macro or within any credit 
card relationship. Even less is better),  

15% the length of your credit history (To do well, have a long history. This is one reason that you should not close your oldest ac-
counts. If  you feel compelled to do some housekeeping, do it slowly and strategically. The other reason is closing accounts in-
creases your debt/credit ratio by reducing credit)  

10%  the number of new credit accounts and inquiries. (To do well, don’t load up on new credit cards in a short period, particularly 
before applying for a mortgage. Your own inquiries don’t count against you nor does a rash of inquiries which indicates that you 
are comparison shopping for the best line. These are called “soft inquiries.” However, a slew of unrelated inquiries sets off the 
alarms because it appears that you are maximizing credit lines for some purpose.) and finally,  

10% The type of debt. (to do well, have a mix of debt types such as credit cards, retail accounts, finance company loans, mortgage 
or auto installment loans and so on. Don’t overconsolidate your credit cards.) 

CreditKarma.com is a terrific source for information on credit. There we learned that the average credit score in our country is 664, 
with a high of 673 in Wisconsin and a low of 617 for Mississippi. (MA: 663) 

Credit scores were designed for use by potential creditors only. However today they are used broadly, including by cautious singles 
who know that buying a house, getting a job, getting good rates for a car, insurance or even a cell phone can be impacted by your 
credit score.  

High credit scores are getting sexier all the time. 

K. Haverkamp, “Myths & Conceptions About Credit Scores,” mortgageloan.com, 9/09, Forbes.com. “The Top 6 Misconceptions About Credit Scores,” 3/19/12, j. 
Silver-Greenberg, “Perfect 10?” NewYorkTimes.com, 12/25/12, DaveRamsey.com, CreditKarma.com 
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