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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 by 
Dimensional Fund Advisors for ac-
cess to their funds. 

 

“Plus ca change, plus c’est la meme chose.” It’s a sentiment attributed to Jean-
Baptiste Alphonse Karr, a 19th century French author and journal editor. It translates 
to “the more things change, the more it’s the same thing.”  That summarizes well the 
changes our business has experienced over time. Experience, with technological and 
regulatory changes have required us to adjust how we do things. But these modifica-
tions did not affect the core of our business: our investment philosophy and how we 
work with clients. 

In June of 2003, we faced a steep learning curve. With a background in institutional 
management of extremely large portfolios, Wayne had mastery of many investment 
strategies that very few Registered Investment Advisors (RIAs) can claim. He also 
had business sense and experience. But he never had to market or sell his services, 
was not an enthusiastic networker, had never invested for retail sized individual port-
folios or dealt with advisor compliance issues. Enter Lisa, with experience in all of 
these. However, she came from a large financial services corporation where she was 
familiar with these, but had been required to rely on sales, marketing, legal, compli-
ance and IT departments for implementation. It was like suddenly having to survive 
without your vast household staff. So the first things we had to do was set up every-
thing needed for our business and to learn how to operate. To acquire competence in 
using our portfolio management and accounting systems before handling client ac-
counts, we established personal accounts and “practiced” on those. 

Some of those decisions required research. Some, we admit, were made seat-of-the-
pants. Over time, as we gained experience, acquired helpful colleagues among RIAs, 
and learned about technological changes, some of those early decisions evolved. Yet 
many aspects of the business didn’t change as much as they simply improved.  

A critical, and very gratifying  change has been the growth in the number of clients 
and in assets under management. Higher revenues have permitted an increase in 
technology expense to make our operations more efficient. Having more client rela-
tionships makes our work lives busier but also richer and more satisfying.  

What hasn’t changed? 1) our minimum. Frankly, we wondered at the outset if we 
would be able to hold firm on $750,000 per client relationship. With the exception of 
less than a handful of accounts with very special circumstances, we have. When we 
meet with people who cannot meet the minimum, we provide our analysis of their 
portfolio and offer a referral to another advisor. 

2) our investment philosophy. If anything, our commitment to asset allocation rather 
than security selection and market timing has only grown deeper. We’ve spent 10 
years observing the failure of experts who believe they can outguess financial mar-
kets. We won’t subject our clients’ fortunes to the risks involved in following our 
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best guess as to the market’s direction. 

3) How we relate to clients. From the outset, it was our plan to be able to offer a flexible service approach, not a template. Al-
though we’re not a financial planner, we wanted to be able to be supportive when clients had financial concerns. Having fewer, 
larger portfolios allows us to do that. We have done different things for different clients: accompanied an older client to the 
bank to make a deposit, helped a client analyze and evaluate a job offer, assisted a business owner client in assessing a new 
bank relationship, quarterbacked the selling and buying of a condo…. We also have helped clients find other “trusted advisors,” 
accountants, attorneys, insurance specialists. We do it on a collegial basis, without referral fees. Our ability to engage beyond  
investing portfolios is helpful to the client and makes our work more interesting.  

To sum it up, we had a lot to learn in 2003. We can’t claim to have become a well-oiled machine since then, but we do have a good 
handle on this business. We can’t predict all of the changes that will occur over the next decade. Anyone who  knows us won’t ex-
pect anything “wild and crazy” but presumably we’ll continue to update our technology, grow our client base, and find new invest-
ment vehicles for client portfolios. Beyond that?  A change in the location of our office isn’t out of the question, and neither is a 
staff addition. And then there are those things we can’t even imagine today. Exciting!                                         
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1. GROWTH of Advisors.  From 2003 until 2011, the number of 
SEC regulated investment advisers grew by approximately 4,000 
to 11, 539. In the same period, assets under management of these 
advisers grew by $19.7 trillion to $38.8 trillion. 

2. TYPE of Advisors.  The traditional distinctions between an 
investment adviser (RIA—who manages client portfolios) a bro-
ker (who places trades for a client) and a dealer (who buys and 
sells securities for his or her own account) have blurred. Broker-
dealers (BDs) have taken on more advisory responsibilities, in-
tensifying the debate on the nature of the adviser’s responsibility 
to the client. An RIA has a “fiduciary duty” to place the clients’ 
interests ahead of our own, while a BD has only the obligation to 
make investments that are “suitable” for the client. Most adviser 
clients are unaware of the different standards. The debate over a 
“uniform fiduciary standard” has raged since we started in the 
business but currently the SEC is  looking at it more intently.  

The trend has been for BDs to transition their practice to the fee- 
only RIA model which we’ve used since inception in order to 
minimize self-interest. If we received commissions from the mu-
tual funds we use in client portfolios, we would have an incen-
tive to choose those with the highest commission. As it is, if cli-
ent assets go up, so do our revenues so we share in the perform-
ance experience of our clients. That seems right to us. 

3.  REGULATION of Advisors.  A number of major events ex-
posing corruption and mismanagement in the financial sector 
heightened a sense of urgency about regulatory reform. Bernie 
Madoff, Goldman Sachs’ practices, mortgage-backed deriva-
tives, and many other outrageous revelations gave regulators a 
black eye, and fostered the Dodd-Frank Wall Street Reform and 
Consumer Protection Act. This voluminous bill aims to promote 
financial stability by improving accountability and transparency 
in the financial system, to end "too big to fail", to end bailouts 
and abusive financial services practices, among other things. The 
Act changed the prevailing regulatory structure, created  rules on 

executive compensation and corporate governance, and 
closed some loopholes. 

One change that affected us directly was the change in which 
advisers would be subject to SEC oversight. We started out 
under state regulation because of  our small asset size.   

 

 

 

 

 

 

In 2006, after our assets under management exceeded $25 
million, we switched to SEC regulation. With the recent 
changes, the bar was raised for SEC oversight so until we 
have $100 million under management, we’re back with the 
state. Frankly, it does not make a significance difference who 
scrutinizes us. Compliance is something we take seriously 
regardless. 

4. FOCUS of Advisors. You could have guessed this: Retire-
ment! The first wave of Baby Boomers are in their 60s and 
need help in deciding how to withdraw and live on invest-
ment assets. There are new distribution models and products 
all the time. 

Another recent trend: the industry has made a remarkable 
discovery: there are two genders! For many years, only other 
women seemed to realize that  women have assets, and that 
women are different from men in how they invest and in how 
they wish to be treated by their advisors. No kidding!  
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 In investing, we’re more likely to focus on the present and 
future than on the past, because that’s where the action is.  
We have a sense of what happened before but our sense can 
be faulty, emphasizing the traumatic or shocking events at 
the expense of the more overriding realities. 

As a result,  I had to comb through 10 years of this newslet-
ter to remind us of what “really” happened in the economy 
and financial markets during our first ten years in business. 
Let’s see how well you recall the recent past. 

1) Was it a good time for stock investment or a bad one? 

Measured by the S&P 500 Index of the stocks of large com-
panies, it was a good time. The period began with growth in 
the S&P 500 Index of 28.7% in 2003, coming off of a 3 year 
period of decline amounting to -37.6%.  Yes, 2008 was 
painful with a decline of –37.0%, but that was the only los-
ing year among the ten. 

2)  Did domestic stocks outperform or lag international 
stock performance? 

Over ten years cumulatively, and in 6 of the 10 years indi-
vidually, international equities* outperformed domestic, and 
by a very wide margin in the first 5 years. This is what his-
tory has led us to expect over long term investment periods 
and the trend didn’t fail us in our ten years. 

3)  Was bond performance negative during this period of 
extremely low yields? 

No. The Barclay’s Aggregate Intermediate Bond Index, 
whose annual performance ranged from 2.43% to 6.97% 
didn’t have a single negative year during the 10 years. Its 
annual average return was +5.18%. At the same time, the 
U.S. Corporate High Yield Index (“junk bonds”) which 
tends to track stock performance, lost –26.16% in 2008 
when the S&P dropped by –37.0%. However, when it recov-
ered in 2009, it gained +58.21. 

4) How unusual was the length of the stock market 
decline?  
 
Not unusual at all. It was consistent with the average length 
of other declines. From the market peak in 2007 to the re-
covery of that level in October, 2011 the length was 4.4 
years. Some are longer, some shorter. The period that began 
in 2000 was over 6 years.  
 
Given those answers, why do we remember this 10 year 
period as very negative and painful? We can think of three 
major reasons: 
 

*measured by the MSCI EAFE (Europe Australasia and Far East Index) 
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1) It truly was painful!  Both market volatility and declines  
in portfolio values were extreme. Searching through our 
client correspondence files, we found 10 “don’t worry” let-
ters sent to clients to explain the current situation and to 
offer a reassuring analysis. Here they are by date and topic. 
 
April 2005 -  a sharp decline in stock values 
May 2006 - high volatility with stock losses 
August 2007 - a mortgage sector meltdown roiled stocks 
January 2008 - steep market declines with high volatility 
August 2008- significant stock market losses 
September 2008 - Lehman Brothers filed bankruptcy and the 
financial world started to implode 
February 2009 - serious recession impacting markets 
May 2010 - S&P downgraded Greek sovereign debt, fears of 
contagion across the world 
March 2011- Japanese tsunami and potential impact on 
global markets  
July 2011 - government inability to raise debt ceiling rattling 
the markets 
August 2011 - US debt downgraded, concern about global 
debt crisis. Extreme stock market volatility. 
 
The background to all of this angst was the depth and the 
intractability of the recession, and the visible cracks in the 
financial infrastructure. The potential for a crash of our fi-
nancial system necessitated a radical government response. 
Job losses and foreclosures were widespread. We became 
aware of  endemic corruption on Wall Street and we were 
threatened by spillover from financial crises in other parts of 
the world. It was an intensely traumatic time. 
 
2) We tend to expect the stock market to mirror the eco-
nomic environment or the integrity of financial or political 
structures. It doesn’t work that way. Even in turbulent times 
when threats loom from many directions, stocks and bonds 
may continue to reward investors.  
 
3) The media exacerbates our panic by stoking our fears. 
The frantic pace and decibel level on CNBC is how they 
accomplish this stylistically. They also describe even small 
interim daily or even hourly events as critical, under the 
heading: “BREAKING NEWS!”  Their reporting lends a 
sense of disaster. 
 
It has been our job to guide clients through difficult times. 
Our promise to “do your worrying for you,” is not idle. We 
have worried!  But true to our philosophy of investing, we 
have taken the long view, remembered all we know about 
markets and battled all temptations to be goaded into market 
timing by fear.  
 



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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It has been a source of pleasure and inspiration for the two of us to reminisce together about the people who have made our 10 
years successful, meaningful and fun. Service providers, business acquaintances and clients all deserve our thanks. 

How do just two people run a complex business? With a lot of help from knowledgeable people.  That includes the service team 
at Fidelity who make sure that client accounts are managed securely and efficiently. It also includes the people at Fidelity who 
run fabulous practice management meetings where we can learn more about compliance, investment markets, marketing and 
technology. The bond traders at Fidelity and Corby Capital have supported Wayne’s efforts to find good bonds in a miserable 
environment. People at Advent Software provide and support our portfolio management software while attorneys at MarketCoun-
sel and the Massachusetts Securities Division make sure that we maintain proper compliance practices. Dimensional Fund Advi-
sors (DFA) has provided excellent funds but also outstanding research and practice management support. The guys at Technical 
Computer Solutions and Swiftec IT rescue us from the damage we might do left on our own with technology. We owe our logo 
and marketing design to Narrow Path Studios and our printing to Curry Printers.  

In a more general way, and without any exchange of payments, we also have relied upon friends we’ve made through networking 
at the Corridor Nine Chamber of Commerce, the Worcester Area Chamber of Commerce, our DFA advisor group and the Union 
Club advisor dinner group. In many and various ways, the people we have come to know through business have made our busi-
ness better. They have given advice, shared their own experience and expertise, encouraged us and mentioned Assabet to others. 
A few have become trusted advisors to our clients, upon our recommendation, making us look good. Many have become friends 
beyond our business relationships.  

The best for last: our clients. A huge leap of faith is required to entrust someone else with the care of your financial assets. As 
with anything we value, it’s our tendency to hold it close, to maintain control. In the current landscape, with investment adviser 
corruption stories appearing almost daily, surrendering control and selecting a trusted adviser is extremely difficult. We believe 
Assabet to be a good choice, of course. But we have the advantage of knowing for certain about our own level of knowledge and 
expertise, our level of integrity, our work ethic and concern for each client. Yet others can’t really know those things in advance. 
Therefore we appreciate all the people who made that leap. In particular, we appreciate the clients who made the leap early, be-
fore we had amassed a good client base or asset size, before it was clear that we would stay in business for ten years and beyond. 
Our clients didn’t require the security that mahogany walls, a long history and a well-known name impart. We thank you for your 
trust in us. 

We also thank you for being such a pleasure to work with. In general, people assume that investment advisors are besieged by 
clients’ angst, hysteria and kibitzing. That has not been at all true in our experience. Through one of the worst financial traumas 
in American history, our clients remained reasonable and gracious. Rather than erupting when their accounts declined during the 
massive market drop in 2008 and 2009, our clients remained composed and asked good questions. Several thanked us for con-
taining their losses with an asset allocation plan.  

Beyond being courteous and reasonable in our business relationship, our clients have become friends, if they weren't that already. 
To do our job, we need to know about our clients’ personal lives, but it has been their choice to care about ours. Clients who have 
never met our children inquire about them. We have shared family news, intellectual interests, funny stories, even fun activities. 
If there is one outstanding perk of our business, that is it.  

 We’d Like to Thank... 
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