
                P&A’s Quarterly Letter 
Q2 – June 30 , 2020 

 
 
 
Dear Friends and Clients, 
 
I’m glad you are our client.  We want you to be healthy, wealthy, and wise, while serving as your financial advisor.  When we make new friends and 
acquaintances, it is typical to exchange a quick bio: “What do you do for a living?”  More often than not, our reply, “We manage money for people,” is 
greeted with an eyeball roll or two.  Strangers seem to think we live in a topsy-turvy pressure cooker.  We don’t think that way. 
 
Speaking for the group, I can tell you that we all sleep well at night and continue to have the luxury of thinking in the “long term.”  One of the consistent 
topics of these letters is volatility, and 2020 might just take the cake.  We have been pleasantly surprised at the minimal amount of client attrition we 
have experienced during the year 2020.  Too often market volatility “bucks off” a few.   Staying the course is not nearly as simple as some people would 
have you believe.  The pandemic and economic and social upheavals we have experienced this year may have worked to the serious investor’s 
advantage.  The market swings have been so sudden and violent that it was impossible for them to masquerade as long-term trends.  There have been 
spikes, knee jerks, and corrections describing unsustainable rates of change…for the most part, too rapid to act upon.  Our business plan has a 
tremendous advantage: P&A clients are intelligent. 
 
From the Beginning…. 
 
P&A was born on 6/30/1995.  Our first quarterly letter was published 9/30/1995.  The subject matter was a bit mechanical…how we audited transfers 
(everyone was new), the status of each account’s asset allocation, what our performance reports would look like, projected income, and a missing 
element from our brokerage days…cost basis.  The long and short of it was we were writing an instruction manual for our clients.  Our second letter 
continued to decipher the reports and forms we were delivering.  In addition to an attempt at predicting returns, we penned a short treatise on market 
fears, followed by a pretty boring comment on proxy voting.   
 
A friend and client, we’ll call him Steve, phoned me after receiving his copy of the second letter.   
“You know what you’re doing, don’t you?” 
“No, tell me.” 
“You’re educating your clients.   It’s one of the most powerful retention tools any company can use.” 
“Sounds good…think I’ll get better at it!” 
 
So off we went.  I’ve been reading articles on this subject ever since.  Steve has been sending me links to articles, and my antenna has been tuned to 
other companies doing the same and how they do it.  I think you could call this a minor “cause célèbre.”  The most recent article I read was authored by 
Customer Think.  It was probably more comprehensive than revolutionary but simple and well written.  That article has been quoted liberally in this 
letter.  The concepts they covered were simple: education is not the same as marketing; empowering a client will increase loyalty, build trust, reduce 
complaints, create networking, and develop expertise.   
 



A Big Misconception…. 
 
My first 5 years in this business were spent at a bank, the next 20 years were spent at Dean Witter.  In both cases, management treated our customers 
like mushrooms...keeping them in the dark and covering them with manure.  Their thinking was that all the company’s corporate intelligence was 
proprietary, and releasing it would lessen the competitive advantages held over customers.  On May 1, 1975, (still at the bank) I began to believe the 
opposite was true.  This was the date that the New York Stock Exchange allowed the discounting of commissions.   It was also the date I became familiar 
with the name Charles Schwab.  As I observed the growth of his company, I learned how quickly a vendor can reap benefits by educating its customers.   
 
As it turns out, the lower commissions were bait and the hook was education.  Schwab knew that if they failed to provide answers, the customer would 
solve their problems elsewhere and reward those vendors…a lost opportunity.  They also realized they could purloin customers from other brokers by 
offering superior information and market knowledge…opportunity found.  Service companies and marketeers need to position themselves as 
indispensable to problem solving situations.  Doing so will solidify their role as “partners” and seize the opportunity to score valuable points with their 
customers.  Failure to do so will only open the door to competitors willing to be smart and aggressive (two qualities I don’t admire in an adversary).  The 
intelligent customer will always reward problem solvers; these are the relationships we all need and want.  
 
These attitudes build customer loyalty and trust; in the end, that process improves efficiency and reduces complaints.  When customers are allowed to 
see problems from all directions, they often find it more utilitarian to use the vendor resources for problem solving as opposed to waiting in line for 
solutions.  When empowered in this manner, their partnerships evolve and become indispensable.   The next product delivered to these relationships is 
innovation.  Now we’re starting to get somewhere!  Instead of using store bought solutions, the customer finds themselves having access to problem 
solving techniques that address their issues in a custom manner.  To that end, users will continue to explore available resources and generate solutions 
on their own.  Many like doing that.   When customers know and understand a product or service provider, they develop realistic expectations on what 
they can achieve using those relationships.  The fulfillment of this scenario comes with a referral, overtly proud of showing a peer how simple it is to slay 
a dragon.  
 
Steve’s business is essentially a service provider (like P&A), so bouncing things off him over the years has been beneficial.  His company has both 
customer and client relationships.  Customer describes a transactional point of sale event.  Clients, on the other hand, sign contracts with their vendors 
describing the expectations of both parties, prices to be paid and services expected.  Some contracts cover large tasks completed over many months, 
others stay in force until terminated by one or both parties.  All P&A client relationships are contractual, which enables us to write an investment policy 
statement for each client, determine an asset allocation, and behave in a fiduciary manner…placing the client’s interest first at all times.  It also allows us 
to take discretion within the terms of our contract and act in the best interest of our client.     
 
During my brokerage career, it became commonplace for customers to tell me I had their blessing to act in their best interests if I couldn’t contact 
them… “I trust you” was the typical remark.  The bank and Dean Witter wanted no part of their representatives having discretion.  It did not conform to 
Nasdaq or FINRA rules, was hard to police, and would surely lead to lawsuits and criminal behavior.  I’m glad they thought that way.  In order to perfect 
the kind of relationship my customers were requesting, I would have to become a registered investment advisor…and that’s what happened. 
 



Be Prepared to Draw a Conclusion 
 
The quarterly letter you are reading is part of our quarterly report which includes performance; please read the report.   It also includes an itemized 
appraisal of your holdings, asset allocation, transactions for the last 90 days, projected income, realized capital gains/losses, and a capital flows graph 
which describes your account’s net investment versus its current value.  We use technology to generate these reports and do this 12/31, 3/31, 6/30 and 
9/30 without fail.  This process causes your account to be judged, reviewed, and edited by 75% of our staff quarterly.  The other 25% will touch it during 
the next quarter with yet another rotation in the third and fourth quarters. 
 
This process represents a lot of work and has taken us years to perfect, but look at what it does for us.  We all know all our clients and we are posted on 
their success in very short order.  Not all our clients read each report every quarter, but we do.  Hopefully, the readers gain from the 15-minute review it 
requires.  There is a certain amount of goodwill generated by this activity.  Clients should know we are not required by law to generate a quarterly 
report.  Schwab is required to report with monthly qualifying transactions.  When the two sets of reports agree, we get loyalty and trust; when they 
disagree, we get an opportunity to explain why, which is often more valuable.  
 
This method of communication is a bit circuitous and a process that never ends.  However, it allows us to predict our behavior as well as the client’s 
years in advance, then fulfill on a schedule advantageous to all parties.  It also goes a long way toward resolving complaints before they happen, building 
loyalty and cementing trust.   I have used the words loyalty and trust a number of times.   They are both illusive qualities and must be worked on 
diligently.  Rest assured that when business travels at the speed of trust, it is going as fast as it can.   
 
At the beginning of this letter we observed that “P&A clients are intelligent;” of that I am very sure.   We like to think we are part of their educational 
process, and from time to time, are rewarded with a referral.  I’m not sure who enjoys those events the most: our staff when they find their hard work 
has been recognized or the referring client who honestly feels like they are bestowing a gift on a good friend. 
 
The World According to Pitt & Dan 
 
Our enthusiasm for equities is still “Like.”  We should remind you that this is actually the lowest level of equity affection that we have…. “Like,” “Really 
Like,” and then “Love.”  Stocks can do anything bonds can do better.  As mentioned previously in this letter, the volatility of 2020 has made it very 
difficult to adjust.  A market timer would have needed more moves than a bowl of Jell-O; we are not market timers.  A “Like” profile causes us to own 
our core equity list, full asset allocations, and a consistent rebalancing regiment.  
 
We try and remind you often that we are bottoms up, not top down portfolio thinkers.  No one has a corner on all the expertise, and we admire a friend 
of ours who has worked for Schwab for a long time; her name is Liz Ann Sonders.   Liz Ann is an accomplished public speaker, a very good thinker, and a 
top down strategist.   This might be like a Republican admiring a Democrat, but bigger risks have paid significant dividends.   Recentl,y we were very 
taken by one of her remarks and thought it would be worth repeating here. 
 



“Even under ‘normal’ circumstances trying to pinpoint market tops and bottoms is a difficult – if not futile - exercise.  The current virus-infected 
environment suggests even greater futility.  However, long-term success has never required this skill.  Disciplines that circle around diversified strategic 
asset allocation and periodic rebalancing are key in this environment, with rebalancing dates being driven less by the calendar and more by asset class 
movement and tax loss harvesting.  In general, rebalancing does two important things:  It forces us to do what we know we are supposed to be doing, 
buy low and sell high.  It also allows us to let the portfolio tell us when it’s time to make these adjustments.  This process ties to one of our long-held 
beliefs that investing should be a simple process over time, never about gambling on moments in time.”   We couldn’t agree more. 
 
Today, 6/30/2020, P&A celebrates our 25th birthday.  Under normal circumstances, we’d throw a big open-house party.  Two factors put this on hold.  
One doesn’t need being mentioned.  The other is that we are expanding our office.  Construction is underway and, three months from now, the new 
space should be complete.  At some point, we’ll be able to safely invite you in to check it out.  In the meantime, thank you for being our client, our 
advocate, and our friend. 
 
On behalf of the entire P&A team, 
 

_    ^       
James S. Pittenger, Jr,    Dan Anderson 
Chairman/CEO     President  
CFP®      CFP® 
 
 



 
 
 
 



 

 


