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Investing is like Farming 
 
Dr. Steven Covey’s most famous work was “The 7 Habits of Highly Effective People”. In a 
different work, “Principled Centered Leadership” Dr. Covey shows how to integrate win/win 
thinking into running an organization. It is this piece he introduced what he called “The Law of 
the Farm” (LOTF). He claimed that the LOTF is part of “natural law”, and is a key formula for 
human achievement. 
 
To illustrate his point, Dr. Covey would start by asking what would happen to a farmer who 
didn’t plant seeds, fertilize growth, and maintain the fields? Would this farmer just wheel out a 
barrel and tell the soybeans to jump in? 
 
Of course the LOTF is a cycle, in which one must plant seeds, nurture growth and then would 
have a crop to harvest. Dr. Covey used this template to explain human growth and achievement. 
One must have an idea (the seed), one much nurture the growth of the idea, and maintain the 
discipline to keep moving forward even in difficult times. Then, one should have a result of the 
effort (the crop). Once this cycle is complete, one should assess successes and failures, and start 
the cycle over again! 
 
So how does all this relate to investing?  
 
The answer to this question begins with some detail of our tactical investment strategy. From 
the top down, there are really only two kinds of investments we would put into the discretionary 
portfolio we manage. 
 
The first are investments we are married to. By this we mean that we would hold the investment 
through a decline cycle. We have strong conviction that whatever the investment is, it’s 
potentially durable and will decline less than other investments. Our commitment to energy 
MLPs is a great example of such a marriage. 
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The second are investments we are dating. By this we mean that we have confidence in the 

macro stock market, and confidence in the investment trend we select for a limited period of 

time, perhaps 6-18 months. 

It is the dating investments that become subject to the LOTF.  
 
First we have to research an idea we believe is suitable for our clients, and place funds into the 
positions. This is planting the seed. Then over the next few months, we expect to see some price 
growth (sprouts rising out of the ground). As the “crop” grows we have to monitor it closely, 
looking for new research that may change or reconfirm our thinking (fertilizing and watering). 
 
If we are smart and lucky, the investment we made rises to a profit level we are satisfied with, 
regardless of what is going on in the macro stock market. We believe that when an investment 
we are “dating” appreciates above 20-25% within one year, we take our profit, (harvest the crop) 
and look for a new investment seed to plant. 
 
This process allows a tactical allocator to be able to be fully invested in stocks when we think 
appropriate, but raise some cash to cushion what we think could be a market decline. In the case 
where we think the macro market could decline in the short term, we will sell all dating positions 
regardless of their status. This action is designed to limit downside volatility in down markets. 
 
May 2013 turned into a great environment to harvest many of our “dates”. The market has been 
up in all of the first five months of 2013. While we love market rallies, this kind of performance 
is a bit atypical. However, it provided the wind to take many of investments into the “harvest 
time” profit zone. By June 1, 2013 most portfolios have a cash position as large as 25-30%, 
instead of the normal 5-7% cash we like to maintain. 
 
The reason we harvest is that stocks only go up or down for a certain period of time, and will 
eventually move the other way for a period of time. 
 
After five months straight up, we searched our holdings for investments that had a “bumper 
crop” of growth. The best example of our bounty was in a REIT that manages medical 
properties: 
 

 The price on 12/31/12 was near $60. 

 The price on 5/1/13 was $74, and we sold ½ of our holdings 

 The price on 5/21/13 was over $77 and we sold the other half. 

 The price on 5/22/13 touched $80.07. 

 The price on 6/5/13 touched $66.50 

The investment we’re referring to pays an annual dividend of $3.06 per share. If we repurchased 
bought the shares back on June 5, the dollar value of not holding the stock while it declined is 
the equivalent of 4.5 years of future dividends! 
 
The best news is the majority of the stock in question here was bought mostly in the low $50s, so 
we harvested a bumper crop on this position. 
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IN SUMMARY: Much is written about the value of long term buy and hold strategies. We don’t 
employ this concept. We have a series of core investments, ones we are married to. Other 
investments we see as shorter term holds, and use the Law of the Farm to construct, manage and 
harvest these investments. In this context, investing is a lot like farming! 
 
WHAT DO WE EXPECT AHEAD? 
 
We stated in our last edition that the stock market’s sharp advance was atypical. We questioned 
whether we could be forming another bubble as the monthly data of the macro economy doesn’t 
seem to justify the advance. 
 
But we continue to have faith that the market knows more than any one or group of players in it. 
We said in April that the next few months are likely to tell us something that justifies the 
advance we’ve enjoyed. Perhaps the economic data is about to improve, or some news that isn’t 
evident today making itself known in a positive way to overcome the bubble forming argument. 
 
We continue to monitor daily economic data and trend analysis by other Wall Street strategists. 
The jury is still out for now. We will point out that as of June 6, the Standard and Poor’s 500 
Stock Index (S & P 500) has declined just over 4% so far this month. Perhaps a short term rest to 
the rally is beginning. 
 
PORTFOLIOS 
 
Our portfolios have had some major makeovers in 2013. As a result of the 2008-9 bear market, 
we decided to keep a tight control of the risks we were taking by managing almost all assets in 
house. By this we mean we bought individual stocks and bonds and did not use many outside 
asset management products. This way we could know more about what we own, and not rely on 
any third party. 
 
Today, the effects of the recessions have mostly cleared in the market. Healthy companies are 
making consistent profits, and whatever failed five years ago is moot, such as Lehman Brothers, 
AIG, and Countrywide Mortgage. 
 
Accordingly, we have researched some third party managed investments we think are worthy of 
being married to. In the past, traditional asset allocation had us placing assets by investment 
style (growth or value) and the size of the companies (small cap vs large cap). We have NOT 
returned to this thinking. 
 
Rather, we have researched investments that offer tactical trading concepts to an investment 
trend. Here are examples of the types of investments added recently: 
 
 A tactical portfolio that shifts its assets between stocks, bonds, and commodities. This 

approach allows the manager to be unrestrained in shifting between the asset classes. It is 

the tactical nature of the portfolio to limit downside volatility that is our goal here. 
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 A portfolio whose strategy is dedicated to finding growth stocks that raise their dividends 

at least 10% for 10 straight years. These stocks are not necessarily high yielding dividend 

stocks. The raising of the dividend as a proxy for consistent earnings growth. It is the 

consistent growth that is our goal here. 

 

 An investment that specializes in medium size companies with strong balance sheets. It is 

from portfolios such as this that a medium size company may become a large company. It 

is that growth that is our goal here. 

 

One area we have not reduced much is the energy MLPs. The longer the development of this 
trend, the more energy we find to be recovered. In 2009, the United States Geological Service 
(USGS) estimated that the Bakken shale field in North Dakota had 4 ½ billion barrels of 
recoverable crude oil. In May 2013, it was reported in the Minneapolis Star Tribune that the 
USGS new update estimates 7.4 billion barrels of crude are in the Bakken field. 
 
Our research leads us to believe that it will be several more years until all the pipeline 
infrastructure needed will be in place. Remember, our emphasis is NOT on owning the 
commodity itself. We are interested in the “toll roads” needed to store and transport the raw and 
finished products.  
 
We believe this sector is the most vibrant in today’s economy, and warrants our being married to 
the companies. 
 
Enclosure #1 is an historical look at job recovery post-recession. On page two of the piece, you 
will see a chart that tracks job recovery for all recessions since World War II. The vertical axis 
shows job losses from the prior peak of the economy. That’s why all colored lines start in the 
same place. The horizontal axis is how many months it took for each recovery to reach the point 
of the previous employment peaks. Whether the recovery was led by a Republican or Democrat 
administration, nine of the 11 previous recoveries return to their previous employment peaks in 
30 months or less. Sadly, the current recovery is in month 64, and published reports speculate 
that it will be several more years before we reach the 2007 peak. We think we know the cause of 
why prior recoveries were so robust, and this recovery is just a bust. Incentives Matter!  
 
Enclosure #2 is a copy of May 28th 2013 comments by Jeff Saut, chief strategist for Raymond 
James Financial. Like many, we are worried that the current bull run can form another bubble 
that will lead to a sharp decline as in 2001 and 2008. Saut’s concept is that most of the time 
markets move sideways. But when they make a move up or down, it usually is contained to a 20-
25 day period before market rest. In this comment, Saut points out that the runaway market has 
run over 100 sessions without a 5% pullback. His analysis keeps our eyes wide open. 
 
Enclosure #3 brings you up to date with organizational changes we’ve made at Weiss Wealth 
Management Group over the last couple of years. 
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Important Disclosures 

 
This report is not intended as a complete description of the securities, markets or developments referred to herein. It should not 
be viewed as an offer to buy or sell any of the securities mentioned. Information has been obtained from sources considered 
reliable, but we do not guarantee that the foregoing report is accurate and complete. Additional information and sources are 
available upon request. 
 
The enclosures are being provided for informational purposes only. They do not necessarily reflect the opinion of Raymond 
James & Associates or its employees. Raymond James & Associates does not render legal advice on tax or legal matters. You 
should consult with a qualified tax advisor prior to making any investments decision.  
  
Past performance does not guarantee future results. There is no assurance the trends mentioned will continue. No investment 
strategy, including diversification and asset allocation, can guarantee a profit or protect against loss in a declining market. This 
analysis does not include transaction costs and tax considerations. If included these costs would reduce an investor’s return. 
 
Fixed income securities are subject to risks including interest rate, inflation, credit and market risks. If sold prior to maturity, an 
investor will receive the current market value, which may be more or less than the original investment.  

 
The S & P 500 is an unmanaged index of 500 widely held stocks generally considered representative of the US equity market. 
The Dow Jones Industrial Average is an unmanaged index of 30 widely held securities. The NASDAQ Composite Index is an 
unmanaged index of all stocks traded on the NASDAQ over-the-counter market. It is not possible to invest directly in an index 
 
MLP distributions are not guaranteed. The actual amount of cash distributions may fluctuate and will depend on the future 
operating performance. Increasing interest rates could have an adverse effect on MLP unit prices as alternative yields become 
more attractive.  
 
REITs are financial vehicles that pool investors’ capital to purchase or finance real estate. REITs may concentrate their 
investments in specific geographic areas or in specific properties types, i.e., hotels, shopping malls, residential complexes and 
office buildings. The value of the REITs and the ability of the REITs to distribute income may be adversely affected by several 
factors, including rising interest rates, changes in the national, state and local economic climate and real-estate conditions. 
 
Raymond James & Associates, Inc., Member New York Stock Exchange/SIPC 
 
Views expressed in this report are the current opinion of the authors, but not necessarily those of Raymond James & Associates. 
The authors’ opinions are subject to change without notice.  
 
Asset allocation and diversification do not ensure a profit or protect against a loss. Gross Domestic Product (GDP) is the annual 
total market value of all final goods and services produced domestically by the U.S. 
 
Companies engaged in business related to a specific sector are subject to fierce competition and their products and services 
may be subject to rapid obsolescence. There are additional risks associated with investing in an individual sector, including 
limited diversification. Investments in the energy sector are not suitable for all investors. Further information regarding these 
investments is available from your financial advisor. 
 

Certified Financial Planner Board of Standards Inc. owns the certification marks CFP
®
,  

CERTIFIED FINANCIAL PLANNER™ and  in the U.S. 
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