
FAITH AND PERSPECTIVE: LESSONS FROM A 
CRISIS

Glimmers of light?
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Lesson 1: Listen to markets, not to experts

¨ During a crisis, you will be often told by experts and 
market gurus that markets are irrational and behave 
in crazy and chaotic ways.
¤ To back this up, the evidence that they will offer is that 

markets have wild swings on a day-to-day basis, and that 
these swings are incompatible with rational investing.

¤ They very conveniently ignore the fact that their advice is 
even more volatile, veering from day to day…

¤ And that markets are reflecting our collective uncertainty

¨ In what looks like chaos, there is order…
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Global Equities: Industry Winners & Losers
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Lesson 2: Opinions are trumped by data…

¨ Every crisis brings forth explanations for why it is happening, 
and what we should do about it, with half-baked rationales 
and anecdotal evidence. Listen, with respect, but verify for 
yourself.

¨ For people with agendas, the crisis has offered an 
opportunity to not only say, “I told you so”, but also to push 
for legal and regulatory changes to advance their viewpoints.

¨ Here are two stories that are making the rounds
¤ Just punishment: The market drop is well-deserved punishment for 

those who invested in high flying companies and on momentum and 
that you should invest in value stocks (low PE, high dividends)

¤ Buybacks are the problem: The surge in buybacks are caused 
companies to become weak and exposed, and the market is punishing 
those companies.
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Value Stocks and Market Returns – During Crisis
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Lesson 3: There is no smart money…

¨ In investing mythology, there are smart investors and 
stupid investors. 
¤ Smart investors sense when markets are going to turn, and get 

in sooner than others, and get out sooner than others. After 
every crisis, there are a few who are anointed as gurus. They are 
also much better at picking the right stocks to buy and sell

¤ Stupid investors are uninformed, act on emotion, and panic 
quickly.

¨ Professional money managers and talking heads on 
financial TV land are smart investors. Retail investors are 
stupid investors.
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The Crisis Test
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Lesson 4: Markets are meant to be predictors, 
not reflectors…
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Valuing the S&P 500: June 1, 2020
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Lesson 5: Stories + Numbers

The Numbers People

Favored Tools
- Accounting statements

- Excel spreadsheets
- Statistical Measures

- Pricing Data

Illusions/Delusions
1. Precision: Data is precise

2. Objectivity: Data has no bias
3. Control: Data can control reality

The Narrative People

Favored Tools
- Anecdotes

- Experience (own or others)
- Behavioral evidence

Illusions/Delusions
1. Creativity cannot be quantified

2. If the story is good, the 
investment will be.

3. Experience is the best teacher

A Good Valuation
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A Post-Corona Version




