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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. 

 

What did you buy during the tax-free holiday weekend? August 10-11 marked the 
ninth tax-free weekend in the Commonwealth. They have occurred since 2004,  with 
a time-out in 2009 because of the recession. For Massachusetts, at least, the event 
has become institutionalized. But what is it about? Can it really be a win-win-win for 
consumers, retailers and the state government?  

Among the 18 states that currently offer the holiday, ours is the richest overall. Mas-
sachusetts forgives the 6.25% sales tax for individual consumers on retail products 
excluding vehicles, motor boats, tobacco, meals, utilities, and any single item priced 
over $2,500.  Nationwide, it has been more typical historically to offer tax holidays 
targeting a special purpose such as school supplies and back-to-school clothing. Vir-
ginia offers three distinct “theme” holidays: hurricane preparedness, school supplies 
and “Energy Star.” Louisiana has one for hunting season. In most states, the limits 
are low, sometimes as low as $100, yet Missouri’s break, limited to school supplies, 
does have a $3,500 single item cutoff for computers. In general, the scope of the 
benefit in other states tends to be far smaller than ours in MA in terms of both the 
breadth of product types and the dollar threshold. However, the trend is towards the 
richer Massachusetts model. 

The Massachusetts $2,500 limit is serious. If you buy a product costing $2,500. you 
are spared paying the additional 6.25% for tax. However, if the item costs $2,501, 
you pay tax on the entire amount for a total of $2,657.31. Clothing is even trickier. 
There is no sales tax at any time on a clothing purchase up to $175. But during the 
sales tax holiday, any purchase up to $2,500 is not taxed. BUT! If you buy a wed-
ding dress for $2,501, you owe tax on $2,326 ($2,501-$175). Got that? 

In general, Massachusetts retailers support this holiday enthusiastically. Jewelry, 
appliances and electrical products are the big sellers on the weekend, but other ven-
dors, particularly furniture dealers, embrace it as well. Bob’s Discount Furniture 
(Natick) claimed that the weekend accounts for 1/12 of their annual sales. Rotmans 
in Worcester said that one tenth of their 2012 annual sales occurred on that weekend.   

Massachusetts retailers assume that consumers are not simply moving their pur-
chases from one date to another but that once in the stores and in an excited mode, 
shoppers will buy the extras. They also believe that the tax holiday reduces consum-
ers’ trips to New Hampshire in order to take advantage of the lack of a state sales 
tax. Finally, while some retailers “improve” the tax holiday with promotional sales, 
others enjoy letting the government foot the bill for the incentive, in lieu of a sale. 
The Retailers Association of Massachusetts’ expectation of $500 million in sales for 
the 2013 weekend was met.  

How about the consumers? Let’s face it, you wouldn’t be excited by a big sign an-
nouncing a 6.25% sale. But consumers not only jump on this event, they plan for it 
in advance. The psychology is interesting: clipping the government for 6.25% seems 
to be more satisfying than paying 20-25% less to a retailer. As one author, writing 
about left-leaning Northampton quipped, “Everyone’s inner libertarian comes out.” 
Some retailers encourage sales by sweetening the pot. Rotmans offered big sales and 
encouraged “preorders” (order today, pay on the weekend). Bernie & Phyl’s are 
matching the tax break for the  rest of the month. So some consumers who stuck to 
their original purchase plans, did their homework and planned ahead, did very well. 
Yet many bought things they had never intended to buy, or made purchases at a poor 
time for their own cashflow when they could well have seen the same savings by 
waiting and watching the sales. 

 

Third Quarter, 2013 

Lisa Phelps  &  Wayne Ushman 

Copyright 2013 Assabet Advisors, LLC 

The 6.25% Sale  



notes from the assabet 

 

   

       Volume XI no. 3   Page 2 

Conventional Wisdom 

 
Apollo Lupescu, VP of Dimensional Fund Advisors’ (DFA’s) Investment Strategy Group, addressed a group of our clients and 
local friends and associates recently to differentiate between the conventional approach to investing and the science of invest-
ing. He pointed out the frailties of the conventional or “prediction-based” approach which aims to outperform the capital mar-
kets. Its success depends upon correctly predicting the direction of the capital markets and upon predicting which securities 
will outperform. This is Wall Street’s prevailing definition of investing. It embodies the expectations of some individuals who 
talk to us about managing their investments. If  that’s the approach they expect or want, we surely disappoint them. 

There are 4 major problems with conventional, prediction-based wisdom:  

1. We simply cannot know enough to make successful predictions reliably, ones that will result in performance greater than 
the markets. Even the biggest names on Wall Street have a poor record at beating the market with consistency. Investing 
based on predictions is speculation. Sometimes you’re right. Other times you’re wrong, or just lucky.  

2. 2-4.  These problems all relate to subjectivity of individuals. As many economists, including recent Nobel Prize winner 
Robert Shiller note, people behave irrationally. Without a tightly disciplined approach, investors are vulnerable to 

         a. “Behavioral” reactions, or all those quirks of emotion and intellect that combine to help us make poor financial    
 decisions. (These reactions are researched and explained by the Behavioral Finance experts.)                                                                                                               

         b. Media influence. In trying to maintain viewer interest throughout the entire business day, CNBC uses a frenzied and 
 provocative style that surely weakens calm and rationality among its viewers. Other media also are inflammatory.          
 Together they tend to trigger poor investment decisions often based upon fear. 

         c. Social influence. You’ve seen it: conversations among people (mostly male people) comparing notes about their         
 investments. Typically these are competitive conversations in nature. They tend to focus on successes and downplay  
 any losses. They recommend individual stocks based on past performance, actual or inflated. Herd behaveior results. 

Behavioral tendencies, the hysterical media tone, and herd mentality promote undisciplined and potential damaging investment 
decisions. Apollo held conventional or “prediction-based” investing up against a scientific or “market-based” approach.  

See  “The Science of Investing” on page 3. 

What’s in it for the state?  By delaying approval until the 
last minute (August 2) legislators and Governor Patrick 
got plenty of opportunity to publicly bemoan the sacrifice 
to his budget. The lost revenue amounted to $23.24 mil-
lion in 2012 and has grown each year. Sales tax revenue 
goes to the School Modeling & Reconstruction, Commer-
cial Transportation, Convention Center, and MBTA State 
& Local Contributory Funds. The first 3 of those funds are 
impacted by the loss in sales tax revenue. However, about 
$20 million is reimbursed to the state’s General Fund 
from one time legal settlements or judgments which other-
wise would go to a rainy day fund, so money transfers do 
mitigate the impact somewhat. 

Some argue that the tax-free weekend helps our state 
economy by expanding sales and working hours. They 
assume, of course, that a large percentage of the tax-free 
purchases were not simply borrowed from another shop-
ping period and that consumer dollars are spent here 
rather than in sales-tax-free N.H. or on internet purchases. 
Retailers increase staff or hours to meet demand, thus 
raising income tax revenue. The gains are hard to estimate 
but unless goodwill is included in the calculation, it’s 
unlikely that the entire revenue loss is offset.  

Some economists think that the holidays are a poor tax  

policy and do not benefit the state’s economy. One author 
pointed out that Massachusetts raised the sales tax by 1.25% 
in 2009, and is raising some $500 million in new taxes on 
cigarettes ($1 a pack) and gas ($0.03 a gallon) . She would 
prefer a reduction in these taxes rather than the tax holiday. 
The National Conference of State Legislatures estimates the 
potential for increased sales tax revenue on online pur-
chases at $268 million. The loss of some $24 million seems 
small in the broader context. 

 

 

 

 

 

E. Povich, “States Expand Sales Tax Holidays,” PEW Daily News 
Service, 7/10/13, E. Overholt, “Retailers See Boost in Sales, Bos-
ton.com 8/12/13, J. Wolf, “2013 Tax-Free Weekend in the U.S.,” 
K. Hatch, “Metrowest Stores Prep for Bonanza,” Metrowest Daily 
News, 8/9/13, TIR 12-5: The 2012 Mass Sales Tax Holiday Week-
end,” www.massgov/dor 8/7/12, J. Kinney, “MA Merchants Prep 
for Tax Fre Weekend,” www.masslive.com 8/7/13, S. Levine, 
“The Case for a Sales Tax Rollback,” 8/7/13, T. Catinella, “Sales 
Tax Holiday Weekend: Bliss or Boondoggle?” Weymouth Patch, 
8/9/13 

6.25%
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What Apollo Lupescu (DFA) call “the science of investing" is based on the markets, not predictions. The “Efficient Market Hy-
pothesis” maintains that it is pointless to try to outperform the capital markets because competition between companies looking 
for capital, and investors looking to supply it drives stock prices to fair value. Trying harder and going to the right school does 
not enable an investor to profit by finding “mistakes” in pricing, or to move in and out of the market at the right time. An investor 
cannot hope to beat the market without taking undue risk. Speculation is futile.  

However, an investor can succeed by investing in the capital markets in order to receive market level returns. If you want the 
return of large cap domestic stocks, for instance, invest in that “market” - using a basket of stocks that includes a very large num-
ber of large cap domestic stocks. Financial research, which is the core of DFA’s work,  can identify the sources of returns and the 
“dimensions” that drive performance and risk. It will tell you, for instance, the expected (meaning within a range) return and risk 
of your basket of large cap domestic stocks. The research makes it possible to combine investments in various segments of the 
stock market with their different risk and return characteristics, and structure a portfolio with an overall risk and return profile 
appropriate to your needs.  

By accepting capital market returns and implementing a portfolio structure according to what we know from research, an investor 
essentially can plan the expected total return of the portfolio. Ironically, by avoiding the “prediction-based” approach and adopt-
ing the “market-based approach,” we can have a more predictable outcome. In 2008, our client portfolios suffered, of course, but 
their performance was within the range of our expectations for the chosen structure of the portfolio.  

You can enjoy the inherent benefits of market-based investing using index funds or ETFs. But DFA adds additional value by its 
own trading strategies, rather than by tying itself to commercial indices.  

For much more information, go to www.dfaus.com  

 

The Science of Investing 

For 16 excruciating days we watched the political battles in Washington while the government remained closed. Fears that our 
leaders would fail to extend the debt ceiling was the focus of our attention. As a result,  the markets declined on uncertainty 
and then soared on the 11th hour deal.  
 
The morning after brought a more tempered and disheartened outlook. The deal is very short-lived and of minimal efficacy, 
foretelling a continuing inability of our leaders to govern without going from crisis to crisis. The government shutdown cost 
our economy some $24 billion (Standard & Poors calculation). It likely will put a drag on our economy in the 4th quarter. 
Analyst estimates of Q4 GDP have been reduced from an average of 2.3% to 2.0%. Probably it will delay the Fed’s willing-
ness to taper out of the accommodative monetary policy. An uncertain environment could inhibit the already cautious capital 
spending and hiring by corporations. Market volatility may persist. And because the world is watching, the uncertainty may 
prolong weakness in the dollar that already has depreciated relative to the currencies of most major developed countries. 
 
Since the 2008-2009 recession, we have been in a long and fragile recovery. Stock investors have enjoyed strong returns 
(S&P 500: +17.4 annualized between June 2009 and September  2013) and corporate profits have been healthy. But while the 
unemployment rate has declined, fewer people are working, unemployment terms are lasting longer, and income growth has 
not improved. Low mortgage rates afforded by an easy monetary policy boosted the housing market. But the recent climb in 
rates and some increase in home prices have weakened the housing sector. 
 
Third quarter stock returns were solid with the S&P 500 Index returning +5.2%. Growth stocks outperformed value, and small 
caps surpassed large and mid-caps. Equity returns of foreign markets in most developed countries were particularly strong. 
Europe looks healthier than a year ago although many structural problems have not been remedied. Emerging markets re-
bounded somewhat on low prices and improved fundamentals.  
 
In mid-September, the Fed gave some encouragement to the bond market by drawing back from plans to “taper.” In general, 
bond returns were positive but negligible, after selling off in the second quarter. High yield bonds outperformed returning 
2.3% (Bank of Amer/ML index). Ten year bond yields which  had hit a 2 year high of 3.0% dropped to close the quarter at 2.61% 
as a result of the Fed’s signal to continue Quantitative Easing. The yield curve steepened. 
 

 Economic and Financial Review 



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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Christmas Tree Shops uses this question as a tagline. Google the word “bargain” and you’ll find a long list of businesses with the 
word in their name: Bargain Barn, Bargain Rent-a-car, Bargain Outfitters and so on. “Bargain” is a magic word in our consumer 
culture, implying getting what you want, with money left over to get the next thing on your list. Feels good! 

“Bargain” has two definitions. We all feel good about the second: a noun meaning a purchase at a cheaper price than generally 
available. And we all are “bargain-hunters” to some degree. We comparison-shop by checking multiple sites online and scanning 
print ads from local stores. World class bargain-hunters use garage sale search engines to plan their weekend schedule, and con-
sult Craigslist and EBay regularly. Getting a bargain is so exhilarating that we sometimes don’t distinguish between finding a 
great price on an item we’re seeking, and purchasing items we never thought of buying simply because they represented good 
value. That’s why a significant number of items offered in a yard sale are items previously purchased at other yard sales. 

U.S. consumers don’t unanimously enjoy the first definition: a noun meaning to achieve a negotiated agreement between two 
parties, or the verb form: bargaining! It involves give-and-take or worse. A word search lists as related words: argue, haggle, 
bicker, clash, fight, and quarrel, words that express the discomfort with bargaining felt by those who don’t like to do it. Our cul-
ture has not traditionally encouraged bargaining except in isolated instances such as purchasing a car or a house. About a third of 
U.S. consumers refuse to bargain. Women, who generally tend to be greater “people-pleasers” than men, are far less apt to bar-

gain. However the percentage of Americans who reported “haggling” increased substan-
tially between 2007 and 2009, suggesting that the recession experience of a more fluid price 
structure motivated more widespread bargaining. Today, the range of items for which 
Americans will bargain is broad, with jewelry, electronics, furniture, and services 
(including medical) heading the list (right after the house or car). 

Besides seeking value, those who enjoy bargaining are motivated by non-economic factors 
that comprise “smart shopper feelings,” those psychological boosts that result from having 
needs for achievement, affiliation (being liked and respected) and dominance fulfilled. One 

bargainer who calls haggling one of his favorite hobbies writes, “ it has nothing to do with being cheap or trying to win. I simply 
enjoy the exchange between two sharp men that takes a mediocre deal into a great one for both parties.” He likes the game. 

In many other cultures, haggling is common and expected. It is said that in China, where haggling is loud and intense, 
“everything is negotiable.” If visiting China, read up on the how those negotiations work because you’ll be dealing with experts.  
Among the pointers listed online: Take your time, it’s not on your side, Use the “walk away”, Laugh at the first offer, and Don’t 
fall for the seller’s sob stories. Haggling also is common in South America, the Middle East, Arab countries (where you need to 
exhibit a sense of humor and use a little of the native language),  Spain and Greece. Don’t haggle in France or Rome.1 

A Consumer Reports study of 2000 U.S. shoppers over a 3 year period found that 89% of those who pushed back on a price got 
some type of deal at least once. (Consumer Reports 8/13)  Pointers for haggling in the U.S.: give sellers a reason to negotiate 
(repeat business? product flaws?) be open-ended (“What can you do for me?”) ask for a cash discount, do your research in ad-
vance, dress well, know your price, and be willing to walk away. Above all, be tactful yet persistent. With good bargaining skills, 
you are likely to get something, if not a better product price—perhaps free delivery or installation. Go get ‘em! 

 

1S. Levine, “Finessing the Art of Market Haggling,” FoxNews.com 11/16/11, H. Weisbaum, “The Art of Haggling,” CNBC.com 
7/12/13, R. Schindler, “The Excitement of Getting a Bargain,” ACRWebsite.com, S. Naumann, “Bargaining 101,” 
gochina.about.com, T. Tervooren, “How to Haggle Like Your Old Man,” The Art of Manliness, May 11, 2011. E. Johnson, “The 
Art of Haggling,” Forbes.com, “Bargaining 101: How to Get Lower Prices on Everything,” Being Frugal.net. 

  “Don’t You Just Love a Bargain?” 


