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I used to think that I was a fairly good shopper. Back in the day, that meant that I shopped sales and rarely paid “full 
price.” I tried to confine my purchases to items on my list, not succumbing to many impulse buys simply because 
they were a “great deal.” I’ll admit that my time constraints limited comparison shopping, but I tried to have some 
acquaintance with what was “out there.” I thought ahead to future use, understanding that once a piece of furniture, a 
lamp or appliance, etc. camey home, I would be dealing with it for a long time. Finally, I didn’t buy what I couldn’t 
pay for by the time the Mastercard bill hit my mailbox. In all, I was a good shopper, not Olympic grade, but good.  

Then things began to change. As time passed, the speed of technological innovation increased such that  my “new” 
television, a 24 inch monstrosity,  looked simultaneously bulky (in depth and weight) and small (in screen width) 
compared to TVs with vast yet flat screens. Good shopper standards soared with the internet, leaving me in the dust. 
With the world of merchandise at my fingertips, comparison shopping became easier logistically, but infinite in 
scope. Now, there will always be a better item, or a cheaper price….somewhere. 

The internet introduced something even more pernicious: EBay and Craigslist. My notion of buying and holding mer-
chandise (“I already have one, why would I get another?”) was challenged. Suddenly I had another option, buying a 
used item and then trading it in after an interval for another. Serial rental, if you will, with the potential for trading up 
by smart negotiations. Suddenly there was less excuse to have less than I wanted, or to endure seriously outdated 
items. By shopping used, I can pay less and know that I’m not stuck with the purchase forever. 

If I lived in an isolated bubble of older Boomers, this option wouldn’t bother me so much. I’d be largely unaware. 
But I’ve been gifted with a son-in-law in his 20s who trades on EBay and Craigslist. One early Sunday morning when 
the kids were visiting me from upstate NY, he said he had to go to CVS to check out a bowling ball. CVS doesn’t sell 
bowling balls, of course. Their parking lot was simply the venue for the negotiation. He was pleased with his pur-
chase but told me that you never really know about a ball until you’ve seen how it plays. If it didn’t add anything 
unique to his bowling prowess, he told me, he’d sell it. On another visit he asked me where Auburn was. He wanted 
to see a man about a phone. In college, he bought special rims for his car, drove them around for 3 years and then 
sold them at a profit. He bought their first widescreen one Sunday night, enjoyed it for an interval of months, then 
sold it at a profit to finance an even wider replacement.  

In his world, every purchase is temporary (with the exception of cars which he buys used and drives until they drop). 
His practices meet my shopping requirements: he gets good pricing, he buys what is already on his list,  he has 
knowledge of the product being purchased, and he doesn’t buy what he can’t afford. Because he sells things when 
they still hold some value, he doesn’t end up as I do periodically, paying a junk man to haul away a truckload of 
things I no longer need or want. I used to hang onto things forever believing that someone would want them. Hah! 

There are many reasons that I’m not an ideal candidate for EBay or Craigslist. I’m not inclined to go to a stranger’s 
home or the CVS parking lot with a pocket full of bills. I’m not facile enough with technology to track opportunities 
at the speed required to buy and sell advantageously. And being a people-pleaser who cringes at confrontation of any 
kind, I’m a lousy negotiator. Simply knowing about this new world of temporary ownership makes me uncomfortable 
because I realize that in the context of this new culture of buying and selling, I’m a relatively bad shopper.  
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The season is nearly upon us, that stretch 
of weeks in which retailers hope to make 
20-40% of their annual profits. Econo-
mists are beginning to conjecture about 
the impact of holiday buying on the 
economy, and consumers are gearing up 
for sales. We watch and wait, asking 
“will it be a good season?” as if world 
peace hangs in the balance. 

This seasonal phenomenon, which bears 
only a distant relationship to a religious 
holiday, has evolved over the past cen-
tury, gaining momentum, scale and secu-
larism over time. It has been memorial-
ized with its own sub-holidays and ritu-
als. Today it is comprised of a constella-
tion of “consumer festivals" which  
bracket December 25. In 2004, “Black 
Friday” the day following Thanksgiving, 
became the biggest shopping day of the 
year. Cyber Monday, the following 
Monday, is the online equivalent of 
Black Friday. Productivity slumps in 
offices across the country. Revenues 
grew by 22% from 2010 to 2011. “Super 
Saturday,” is the last Saturday before 
December 25. It may fall on December 
23, which is usually the second biggest 
shopping day of the year in terms of foot 
traffic at the malls. December 26 lacks a 
consumer-related name (any sugges-
tions?) yet also ranks as one of the  most 
successful retail days of the year.  

These consumer festivals have their own 
evolving traditions. Hitting the malls at 
midnight on Black Friday has become 
tradition for many shoppers. Psycholo-
gists explain that it arouses and satisfies 
similar needs to those experienced when 
running a marathon, hunting, or even 
waging war. The competitive aspect of 
trying to be one of the consumers to 
score the latest electronic gadget is excit-
ing. (Why else do manufacturers limit 
supply?)  Many people are relentlessly 
strategic, armed with their list and itiner-
ary.  
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Bah! Humbug! 

BlackFriday.com claims to be the best 
of several sites designed to help shop-
pers make their plans. Apparently, the 
shoppers who become violent tend to 
be the strategists. The majority of 
Black Friday participants, however, 
fully enjoy being a part of a collective 
and purposeful experience with many 
other revelers, across ethnic and reli-
gious lines, as they gather their own 
shopping war stories.  

Joel Waldfogel, author of Scrooge-
nomics: Why You Shouldn’t Buy Pre-
sents for the Holidays, wrote about the 
“dead-weight loss” of Christmas. Be-
cause gift purchases are made in haste 
and under pressure, money is wasted.  
The difference between the cost of the 
gift, and its worth to the recipient (he 
paid $50 for the sweater he gave you, 
but you would have paid only $20) is 
deadweight, a loss of value in the 

economy, $30 in this 
case. Multiply this 
loss across the billions 
spent on gifts and the 
macro economic loss 
is mammoth. Wald-
fogel estimated that if 
we spend $70 billion, 
around $25 billion is 
“deadweight.” This 
publication spurred 
both accolades and 
r e b u t t a l s .  E ve n 
George Will weighed 

in, noting that some gifts have senti-
mental value, as if Waldfogel didn’t 
know that. (Surely he has received 
ugly and useless handmade objects 
from a young son or daughter.) 

Some of the gift-giving practices that 
have evolved in recent years derive 
from the same concerns raised in 
Scroogenomics. Recognizing that peo-
ple enjoy items they bought for them-
selves more than items given them  
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Stock markets rallied in the third quarter, despite a global economic slowdown. The S&P 500 index of large capitalization 
domestic stocks rose by +6.35% bringing the year-to-date return to +16.44%. Gains were fairly even across growth and value, 
across capitalization levels and market sectors. Global markets showed a similar pattern of broad-based solid results. The 
EAFE Index (Europe, Australasia and Far East) was up +6.98% (+10.59% YTD) while Emerging Markets grew by +7.89% 
(12.23% YTD).  

The widespread gains are interesting given the economic context. The US economy is arguably the healthiest but is growing 
very slowly. We saw a small rise in consumer spending and an improvement in factory orders. Housing prices have begun to 
recover, offering the hope of rising demand for real estate and a boost in residential construction. The unemployment rate 
dropped to 7.8% recently. Yet economists are not encouraged about faster growth in the next 6 months to a year. European 
markets had strong returns despite a worsening economic environment. Even stocks in the Asia-Pacific region rallied regard-
less of economic slowdowns in China and Japan. All Latin American stock markets advanced despite economic pressures.  

Stock markets rose on events, not on fundamentals. The U.S. Federal Reserve’s latest round of quantitative easing bolstered 
investors’ outlook globally. The promise by the European Central Bank to do “whatever it takes” to save the Euro also lent 
widespread encouragement. Chinese interest rates were cut in July. Other countries including China and Japan announced 
various stimulus packages. In other words, stocks rallied on relief and expectations that government and central bank pro-
grams would avert a global economic crisis, but not on optimism fostered by economic improvement. 

As the fourth quarter began, worries about European debt, global economic weakness, the upcoming election and our loom-
ing “fiscal cliff” may have halted the rally. Without Congressional action, tax increases and spending cuts will occur at year-
end. Companies are slow to purchase capital goods or hire workers amidst uncertainty. Also, many investors missed the stock 
rally because concerns about the economy drove demand for lower-risk assets. Bonds had fair returns in the quarter (+1.58% 
for the Barclay’s Capital US Aggregate Bond Index, +3.99% YTD) with below investment-grade bonds outperforming. Mu-
nicipals also outperformed during the period as investors reached for yield. 

  

Economic and Financial Review 

Most investment advisors and financial planners who work with individuals use mutual funds in client portfolios. Those who  
are paid only by asset-based fees, as we are, have no personal incentive to use one fund over another. They simply want to 
select the fund in a certain category whose return and risk profile has the best fit for the portfolio needs. But how do they pick 
a fund? Offering a wealth of data describing each fund, and assigning a star rating to summarize a fund’s risk-based perform-
ance, Morningstar has long been the leading resource used by advisors to evaluate and select mutual funds.  
   Some advisors with a relatively shallow investment background have used the resource badly. They have been known to 
switch funds on a quarterly basis, discarding any with less than 4 stars and moving into those with 4 or 5 stars. The star ratings 
tend to be short-lived, making this a very faulty approach. The transaction costs and tax impacts are a big negative, for a ques-
tionable value. But most advisors can use the data appropriately to determine the fund costs, annual turnover, and performance 
over several time horizons, all relative to peer funds in the same category, as well as portfolio manager tenure and fund size.  
   We review the funds used in client portfolios regularly, using Morningstar information. We have a preference for funds with 
large assets, low costs, low turnover and consistent management, all things we can identify through Morningstar. But the star 
rating is not critical to us except for our few actively-managed funds. Because we mostly use passive  funds, historical per-
formance is not a distinctive. Basically, we want and expect our funds to track a particular market benchmark consistently. 
That’s easy to assess. For the actively-managed funds in our portfolios, the Morningstar performance evaluation is helpful.  
   Until recently, Morningstar offered only the star analysis which is based entirely on an historical lookback. Now, they have 
both the star ratings but also a more qualitative “analyst rating” that evaluates a fund based upon 5 “pillars:”    
1. “Process” (investment philosophy and strategy), 2. “Performance,” 3. “People” (the portfolio management team associated 
with this fund) 4. “Parent” (the stability and stewardship of the mutual fund company) and 5. “Price.” This analysis which has 
a ranking system that names “gold” funds, has a forward look and focuses on just those qualities that matter to us. Morningstar 
provides the data and the oversight but the advisor still has to determine what qualities make a fund appropriate to a particular 
portfolio need. 
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 (this has been measured at +20% by one analyst) gift cards 
are in greater use although 10% are never redeemed. Gift 
cards have an additional advantage of removing the stigma of 
giving cash. We can give cash to someone who does us a 
service (house-cleaner, for example) but would not give cash 
to a social equal. Cards can be used during post-holiday sales. 
“Good cards” available from sites like charitygiftcertifi-
cates.org also can be purchased.  

Some gift-giving practices try to decrease the expense on 
unwanted gifts. Office parties may use a “Secret Santa” maxi-
mum-price system so that participants only need to buy a 
single item. A “white elephant” system is a bit more cynical  
as the gifts can be purposefully undesirable. This is a com-
petitive game where recipients can decide between keeping 
their gift or stealing another one from a co-worker. The most 
worthless suggestion I’ve heard would have each participant 

write on a list the item they would 
like (“tennis balls”) and the Secret 
Santa would buy precisely that.  
Huh?! 

Some people agree with certain 
friends to abandon gift exchange and 
go out to dinner together, for exam-
ple. The problem with this plan is 
that the friends or relatives who 
might make this agreement tend to be 

people we know and love best, those for whom buying a gift 
is most pleasurable.  

 

Some people make donations to charities in the name of  a 
friend,  in lieu of a gift. 

Some people now use web-
site “wish lists” so that oth-
ers can pick out a desired 
item for them. This is akin to 
wedding registries.  

Many shoppers have begun 
to use the holiday season as a 
time to buy things for them-
selves. After all, they’re in 
the malls and want the deals. 
(Good news: Mr. Waldfogel says that there is no deadweight 
loss in gifting yourself.) 

Some people advocate boycotting the consumer mania. “Buy 
Nothing Day” was initiated in 1992 and now includes  dem-
onstrations in 62 different countries. 

And you’d never “regift,” would you?! 

 

E. Graham, “Holiday Shopping Bonanza: Road to Economic G. 
Will, Health?” Www.cbn.com, 12/27/11, Scroogenomics, Town-
hall.com, 11/29/09, “Give Gold Not Myrrh,” Economist.com, 
12/21/2009, “Why December 26 is a Monster Shopping Day,” 
http://nrf.com, 12/26/11, “Making Christmas More Joyful and More 
Efficient,” www.npr.com, 12/21/10, “Holiday FAQ,” www.nfr.com, 
“Professors Study Psychology Behind Love for Black Friday,” 
Washington Post, 11/26/11 

Human Nature  in the Markets 

You’ve heard it said that investment behavior is, at any one time,  driven by either fear or greed. And why not? As humans, we’re 
emotional creatures. Since the market crash of 2008, for instance, investors have been content to earn virtually zero investment 
return on highly “low risk” investments. That’s FEAR. Conversely, in the past few months, market commentators have been 
scratching their heads wondering why the market has been rising in the absence of strong economic data. Correct: GREED. On the 
market level, we can see the emotions of fear and greed taking turns as major market drivers. The “market” is simply the amalga-
mation a lot of individual investors, each responding to the dominant emotion in themselves. Consider the last few investment deci-
sions you have made.  Were they a response to your dread of another crash, or were they fueled by a desire for greater wealth?  

Investment decisions tend to be driven not only by the emotions of fear and greed, but also by psychological tendencies. Once 
again, we’re human. We’ve written about “behavioral finance” over the years, showing that as well as we justify our decisions with 
data and logic, we fall prey to  psychological inclinations. These include “hot hand fallacy” (seeing patterns where none exists) 
“prospect theory” (giving greater weight to the prospect of a loss than to a gain) “hindsight bias” (seeing a past occurrence as pre-
dictable when it wasn’t at all, raising undue confidence in our decisions) “narrow framing” (making individual security purchases 
outside of the broader context of the portfolio) “disposition effect” (a tendency to sell winners and hold onto losers) and 
“hyperactivity” (the illusion that high activity in an account adds value). 

You wouldn’t fall for those things? Of course you would! And so would we if we didn’t invest within a strict framework that limits 
our vulnerability to the psychological tendencies, and to the emotions of fear and greed. We employ asset allocation plans for long-
term investing,  and avoid individual security selection and market timing. As with any discipline (think diet), this can be frustrat-
ing. Often we want to give into emotion or psychological bents (think jelly donut) but our discipline literally saves us from our-
selves. 
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I used to think that I was a fairly good shopper. Back in the day, that meant that I shopped sales and rarely paid “full 
price.” I tried to confine my purchases to items on my list, not succumbing to many impulse buys simply because 
they were a “great deal.” I’ll admit that my time constraints limited comparison shopping, but I tried to have some 
acquaintance with what was “out there.” I thought ahead to future use, understanding that once a piece of furniture, a 
lamp or appliance, etc. camey home, I would be dealing with it for a long time. Finally, I didn’t buy what I couldn’t 
pay for by the time the Mastercard bill hit my mailbox. In all, I was a good shopper, not Olympic grade, but good.  

Then things began to change. As time passed, the speed of technological innovation increased such that  my “new” 
television, a 24 inch monstrosity,  looked simultaneously bulky (in depth and weight) and small (in screen width) 
compared to TVs with vast yet flat screens. Good shopper standards soared with the internet, leaving me in the dust. 
With the world of merchandise at my fingertips, comparison shopping became easier logistically, but infinite in 
scope. Now, there will always be a better item, or a cheaper price….somewhere. 

The internet introduced something even more pernicious: EBay and Craigslist. My notion of buying and holding mer-
chandise (“I already have one, why would I get another?”) was challenged. Suddenly I had another option, buying a 
used item and then trading it in after an interval for another. Serial rental, if you will, with the potential for trading up 
by smart negotiations. Suddenly there was less excuse to have less than I wanted, or to endure seriously outdated 
items. By shopping used, I can pay less and know that I’m not stuck with the purchase forever. 

If I lived in an isolated bubble of older Boomers, this option wouldn’t bother me so much. I’d be largely unaware. 
But I’ve been gifted with a son-in-law in his 20s who trades on EBay and Craigslist. One early Sunday morning when 
the kids were visiting me from upstate NY, he said he had to go to CVS to check out a bowling ball. CVS doesn’t sell 
bowling balls, of course. Their parking lot was simply the venue for the negotiation. He was pleased with his pur-
chase but told me that you never really know about a ball until you’ve seen how it plays. If it didn’t add anything 
unique to his bowling prowess, he told me, he’d sell it. On another visit he asked me where Auburn was. He wanted 
to see a man about a phone. In college, he bought special rims for his car, drove them around for 3 years and then 
sold them at a profit. He bought their first widescreen one Sunday night, enjoyed it for an interval of months, then 
sold it at a profit to finance an even wider replacement.  

In his world, every purchase is temporary (with the exception of cars which he buys used and drives until they drop). 
His practices meet my shopping requirements: he gets good pricing, he buys what is already on his list,  he has 
knowledge of the product being purchased, and he doesn’t buy what he can’t afford. Because he sells things when 
they still hold some value, he doesn’t end up as I do periodically, paying a junk man to haul away a truckload of 
things I no longer need or want. I used to hang onto things forever believing that someone would want them. Hah! 

There are many reasons that I’m not an ideal candidate for EBay or Craigslist. I’m not inclined to go to a stranger’s 
home or the CVS parking lot with a pocket full of bills. I’m not facile enough with technology to track opportunities 
at the speed required to buy and sell advantageously. And being a people-pleaser who cringes at confrontation of any 
kind, I’m a lousy negotiator. Simply knowing about this new world of temporary ownership makes me uncomfortable 
because I realize that in the context of this new culture of buying and selling, I’m a relatively bad shopper.  

       Volume X no. 3 

4 Smith Road 

Northborough, MA 01532 

Tel: 508-351-9666 

Fax: 508-351-9689 

wushman@assabetadvisors.com 

lphelps@assabetadvisors.com 

WWW.ASSABETADVISORS.COM 

notes from the assabet                                                       Vol. X No. 3 

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. 

 

The season is nearly upon us, that stretch 
of weeks in which retailers hope to make 
20-40% of their annual profits. Econo-
mists are beginning to conjecture about 
the impact of holiday buying on the 
economy, and consumers are gearing up 
for sales. We watch and wait, asking 
“will it be a good season?” as if world 
peace hangs in the balance. 

This seasonal phenomenon, which bears 
only a distant relationship to a religious 
holiday, has evolved over the past cen-
tury, gaining momentum, scale and secu-
larism over time. It has been memorial-
ized with its own sub-holidays and ritu-
als. Today it is comprised of a constella-
tion of “consumer festivals" which  
bracket December 25. In 2004, “Black 
Friday” the day following Thanksgiving, 
became the biggest shopping day of the 
year. Cyber Monday, the following 
Monday, is the online equivalent of 
Black Friday. Productivity slumps in 
offices across the country. Revenues 
grew by 22% from 2010 to 2011. “Super 
Saturday,” is the last Saturday before 
December 25. It may fall on December 
23, which is usually the second biggest 
shopping day of the year in terms of foot 
traffic at the malls. December 26 lacks a 
consumer-related name (any sugges-
tions?) yet also ranks as one of the  most 
successful retail days of the year.  

These consumer festivals have their own 
evolving traditions. Hitting the malls at 
midnight on Black Friday has become 
tradition for many shoppers. Psycholo-
gists explain that it arouses and satisfies 
similar needs to those experienced when 
running a marathon, hunting, or even 
waging war. The competitive aspect of 
trying to be one of the consumers to 
score the latest electronic gadget is excit-
ing. (Why else do manufacturers limit 
supply?)  Many people are relentlessly 
strategic, armed with their list and itiner-
ary.  

Third Quarter, 2012 

Volume X no. 3 

Lisa Phelps  &  Wayne Ushman 

Copyright 2012 Assabet Advisors, LLC 

Bah! Humbug! 

BlackFriday.com claims to be the best 
of several sites designed to help shop-
pers make their plans. Apparently, the 
shoppers who become violent tend to 
be the strategists. The majority of 
Black Friday participants, however, 
fully enjoy being a part of a collective 
and purposeful experience with many 
other revelers, across ethnic and reli-
gious lines, as they gather their own 
shopping war stories.  

Joel Waldfogel, author of Scrooge-
nomics: Why You Shouldn’t Buy Pre-
sents for the Holidays, wrote about the 
“dead-weight loss” of Christmas. Be-
cause gift purchases are made in haste 
and under pressure, money is wasted.  
The difference between the cost of the 
gift, and its worth to the recipient (he 
paid $50 for the sweater he gave you, 
but you would have paid only $20) is 
deadweight, a loss of value in the 

economy, $30 in this 
case. Multiply this 
loss across the billions 
spent on gifts and the 
macro economic loss 
is mammoth. Wald-
fogel estimated that if 
we spend $70 billion, 
around $25 billion is 
“deadweight.” This 
publication spurred 
both accolades and 
r e b u t t a l s .  E ve n 
George Will weighed 

in, noting that some gifts have senti-
mental value, as if Waldfogel didn’t 
know that. (Surely he has received 
ugly and useless handmade objects 
from a young son or daughter.) 

Some of the gift-giving practices that 
have evolved in recent years derive 
from the same concerns raised in 
Scroogenomics. Recognizing that peo-
ple enjoy items they bought for them-
selves more than items given them  
   continued p. 2 
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