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Dear Friends and Clients, 

Ca·thar·sis 

My birthday is the second to last day of August.  If it wasn’t for Gerry Muncy I would have been the last in my class to drive.  I could have been the worst 
speller and probably was the donkey of literature class.  Highly likely I was in my 30’s before I attempted to use the word catharsis in a conversation.  The 
first time I did attempt to use it I was told by one of the denizens of the trust department I couldn’t do that.  

Why not? 

First of all, the set up isn’t there.  The market needs to go down for a year or so before an appropriate catharsis occurs…..didn’t know they were making 
rules for this event.  One or the alternatives would be a reset….a correction of 18% or greater before a catharsis can occur.  Most of the slide rule types 
prefer 25%.  When there is too much breadth to the markets, we need more pain in order for the catharsis to stick.   Words can’t describe my 
disappointment.  After the initial challenge I thought I’d been busted for using a word that was inappropriate or socially unacceptable.  To my mind I’d 
done pretty well, it was a financial term in a financial conversation.   The other side was just arguing about timing….big deal.  Little did I know there was 
more to come. 

Enter a new friend…. 

Two or three years into my career at Dean Witter I hired a guy we will name Henry.  He got good grades and presented a high degree of financial literacy.  
I knew his family, his wife knew my wife and he was pals with a couple other guys that worked for us.  Once back from training, he busted out of the 
gates at a tortoise like stride.   My boss told me to fire him.   I railed against the decision and raced to Henry’s defense, telling him he had another 60 
days to actually “do” something.  Henry didn’t fluster easily and just continued to plod along.   Lincoln Telephone came to market with a secondary 
offering and Dean Witter was the book running manager (that means the salespeople can get all the stock they wanted and clients paid no 
commissions.)   I had figured out that Henry was an analytical type and interestingly enough, he loved the stock.  All of a sudden, the brokerage industry 
became child’s play for him… he sold the stock to all his accounts and opened more.  The manager said “You didn’t fire him did you?”  “of course not.”  
Good, this kid is a winner.   

Henry acted like nothing had happened and eventually went back to writing zero business.  The Lincoln Tel stock went up but Dean Witter didn’t care 
too much about that.  The manager wanted to fire him personally 6 weeks later.  I felt terrible but also felt the need to intercede….in the end I couldn’t 



and it didn’t seem to bother Henry one bit.  “Hey man….everything works out.”  (I forgot to tell you we were used hippies, Henry was devote and I was 
still in the throws of learning to become a capitalist.)  As it turned out my motor ran a lot faster than the rest of my buddies.  I looked for a couple of 
signs of life out of Henry but it wasn’t happening.  I fired him and he said…. “Thanks.”   
 
A couple of months went by and I was chatting up a trust department client of mine.  “By the way….he says, we’re looking for an equity analyst type…do 
you know of anyone.”  I flashed on Henry and was pretty sure he would still be sitting where I saw him last…. He was.  I told my trust department pal 
about Henry’s situation and vouched for him.  Henry was a square peg in a round hole.  Dean Witter was definitely the problem, not the employee.   The 
Trust officer called him and He answered on the first hop….still sitting next to the phone.  
 
I stayed involved until the two of them thought the whole thing was their idea and then let go of the handlebars.  The trust guys thought Henry was 
“refreshing” so I figured they never knew any Hippies…I didn’t hear another thing for 3 months.  Eventually the phone rings and it’s Henry on the line.  
“Hey I got the job!”  “No kidding!   Glad to hear the news.”  “You still selling bonds?”  “Yep, that’s what I do.”  “Well I’ve got a hand full of accounts that 
all need fixed income and nobody around here knows a thing about Munis...how about selling me some?”  I’m on it brother!  We were off and running.   
I might not have ever had a better account than Henry.  I taught him how to manage a bond portfolio and he shared his insight on analyzing equities.  
We had a ball!  He was still happy I hired him at Dean Witter, elated that he had a chance to explore the stock market.  He was equally happy that I fired 
him.  Henry claimed the whole thing was painless, gave him a starter job in a big industry and a view of the brokerage business that was unmatched.   “I 
never was cut out to be a broker,” he said.  “It was just a matter of time until the hammer was going to fall.  Thanks for everything….you were like a 
patron saint.  It was like a master’s degree for me.”    
 
The whole affair reconfirmed one of life’s great lessons for me.  Treat others as you would like to be treated yourself.  Henry and I had a ball.   We were 
like two kids in a candy store and I couldn’t wait to get to work every day.    We filled up all of those trust accounts, didn’t stop until they reached their 
asset allocations.  Investment grade municipal bond returns were in the mid-teens back in the late 70’s.   As is generally the case with a high rate 
environment, equities were even cheaper….the 1978 DJIA was ~3,720.   
 
Of particular interest was the learning curve Henry and I were able to climb during that period.  The real-life adventure we were living with these trust 
accounts spilled over into our other assignments.  I approached all the portfolios I managed with a strong confidence forged by the success we enjoyed 
while working together.  Henry reported similar results.  His triumphs were acted out in job changes while I stayed put.  Lincoln, Omaha, Minneapolis, 
New Jersey and then Denver.  Henry’s wife finally said no to the relocations, enough was enough. They stayed in Denver and switched hats a number of 
times in the shadow of the Rockies.  Each job change was an uptick for him, always increasing the assets he was responsible for.  Henry kept referring me 
business as he went and I kept making him look like a fixed income genius wherever he arrived.  During this period I was able to reconfirm something I 
always knew, my interactions with clients was very important to me….Henry not so much.  He was more of an analytical type which is probably why we 
meshed so well. 
 
During the 80’s the stock market took several very good beatings.  I didn’t like it too much and let Henry do some hand holding for me.  He took things 
apart and declared the worst of those events to be  “Catharsis.” (were you wondering when I would get back to that?)  He quickly filled in all the blanks, 
the set up was good, a correction was in place and the market was trading with little breadth.  So there you have it, the utilitarian birth of catharsis was 
now in my vocabulary and I have felt comfortable with it since. 



A slice of life…. 
 
I don’t see much of Henry any more but I also don’t doubt the strength of our friendship.  If I saw him today he would flash that silly grin of his and we 
would reminisce before plowing new ground until our wives drug us apart.  Henry was not a “one off” situation.  I’ve known a lot of Henry’s and they 
have filled my bucket repeatedly over the last 50 years.  The financial industry is a people business on both sides of every trade.   I have learned from 
clients as well as professionals.  Never discount the value of a partnership attitude.  P&A is at it’s best when clients are showing us new situations that 
present opportunities for both of us.  
 
Let’s go back to “catharsis.”  Markets go through cycles, sequences, recessions, routines and repetitions.  As professionals we all know they are in our 
futures but few of us know when the next reiteration is coming.  In 2007-08 the market crashed after the Fed failed to guarantee FNMA loans and in 
sympathy the Dow dropped -507 points.   What followed was the great financial crisis.  Prior to that was the dot-com bubble of 2000, the recession of 
1990, black Monday on 10/19/87 and several other dates spread across time.  Many of these downdrafts either created or were created by a catharsis, 
we didn’t predict any of them.   However, we were able to react to them.  In 2007 we suspected a correction and prepared for it….thinking we were 
pretty well dialed in.  We thought the event would focus on tech stocks, instead the whole market turned into a food-fight that Animal House would 
have been proud of.  We learned to own quality prior to that but in 2008 the habit treated us very well.   
 
In 2009, following the “great recession,” we rebalanced, fulfilled client asset allocations and didn’t blink for 12 years….an incredibly long run….we were 
right but found ourselves criticized by clients and peers alike.  Although our success was significant, we created legacy problems for ourselves.  Our 
portfolios were abundant with long-term holdings.  We aggressively harvested losses in 2008-09, but those were gone by 2012.  We found ourselves in a 
position where we couldn’t aggressively rebalance and add new positions without generating significant gains.  The solution was imbedded in our 
success.  We started to recommend that our clients spend some of their money.  We made that recommendation once, twice and then three times a 
lady!   After number 3 a long-term client joked “give it a rest…my wife is spending me out of house and home.”  I knew we had struck pay dirt when the 
wife called and said “keep up the spending advice….it’s driving my husband nuts and I love it!” 
 
This was great fun, we promoted trips, vacation homes, new homes, swimming pools, RVs, philanthropies and who knows what else.  The final leg of this 
extended bull market tried to end in 2021 and couldn’t get it done.  The downside was it became impossible to outspend market growth during this 
period and our portfolios were landlocked with gains.  As Rose- Ann  RoseAnna Danna taught us “it’s always something!”  So here we are acting out 
another of life’s lessons…. it’s hard to go unbeaten.  One of my favorite sports analogies is “Ted Williams went to the hall of fame hitting .400.”  
Contrarily, Ted Williams struck out 60% of the time.  So far, we are behind the curve in 2022 which doesn’t surprise us very much.  As mentioned, we 
have a number of friends in this business.  RIAs are much different than stockbrokers, they share their successes and tend to be unafraid of discussing 
failures.  Very few manage portfolios the same way.  Given a universe of 10 it would be unusual to see 4 beat the indexes consistently…most of our 
buddies share our 2022 grief.  As Bob Dylan opined “The losers now will be later to win…..cause the times….they are a changin.”    
 
We have continued to rebalance, research, and replace.  The remainder of 2022 will be interesting as will 2023.  Readers of these letters have been 
educated on the methods used to price securities.  Although time, balance sheet quality, inflation risk, mortality risk, liquidity risk and sorted other 
things all play a role, the value of a stock or a bond is basically the present value of its future cash flows discounted at the prevailing risk-free rate 
(treasury bonds) plus a risk premium.   Pricing occurs moment by moment in these markets and can always be counted upon to confound.  The Federal 



Reserve Bank has a dual mandate, maintain price stability and full employment.  The two can be at odds and the rest of the world loves to meddle in 
these decisions.  There are a lot of people who think the Fed has fallen behind the curve…not a profound observation.  Not much we can do about that 
as it will continue to be the norm until the Fed achieves what they consider to be equilibrium.  Dan and I have only been at this for 50 years and have yet 
to experience a correction featuring what the pundits call a soft landing….securities declining then recovering at the same speed.  We don’t expect 
anything close to that this time around. 
 
Using the same aeronautical example, we would expect to see multiple aileron and rudder configurations at a variety of airspeeds.  As luck would have 
it, we do have some investment specific piloting experience.  Knowing that crosswinds and windshear can also play a role, we are confident in our ability 
to land on the wheels and use this airplane for another mission.  The recovery we expect will be a complete reset of the bull/bear cycle, and rather 
abrupt in nature.  If we are correct, this scenario will favor seasoned portfolios populated by long-term positions. 
 
The World According to Dan and Pitt…. 
 
Four years ago, we were contacted by CNBC…the stock market and business news network.   They had been working on a survey of financial advisory 
firms that offer comprehensive planning and financial services that help clients prosper and navigate their complex lives. The network started with a 
proprietary database of RIA firms distilled by AccuPoint Solutions, today that universe is 39,818 firms.  P&A made their top 100 from year 1 and has been 
working its way through the rankings ever since…. 73rd, 64th, 53rd and now 13th.  We appreciate being singled out in this fashion and smile when we 
see the trend.  It would be unlikely for us to improve by another 40 positions.   We also find ourselves approaching nose-bleed altitudes in an 
environment that we have no control over.  The methodologies used by CNBC and Accupoint can be found at: 
https://www.cnbc.com/2022/10/04/heres-how-we-determine-the-fa-100-ranking-for-2022.html. Some of the primary data points include years in 
business, number of certified financial planners, number of employees, registration, ratio of advisors to number of employees, assets under 
management, total number of accounts, & percentage of discretionary assets under management. In a world where accolades can be purchased through 
advertisement dollars and pay-to-play schemes, it is extremely flattering to be acknowledged thorough an objective and transparent process.   
 
All that being said, our approach towards clients and the manner in which we do business hasn’t changed one iota over the last four years.  We are 
fiduciaries because we want to put client interests first and strive to earn loyalty and trust because it’s our nature.   2022 has been a problematic year to 
say the least and we fully expected to drop in this year’s ratings.  Being included in the top 100 would be the same as the top .2511%, the top 13 would 
be equivalent to the top .03013%.  Both are a high honor and a very small group.  
 
 

_  
James S. Pittenger Jr.  CFP®      
Chairman/CEO 
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