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2nd Quarter Market Commentary
Proactive Investment Management
By Nick Fisher

The benefits of being proactive when it comes 
to your investments and retirement savings can be 
astounding. On the other hand, being reactive to the 
markets can be damaging at best and devastating at 
its worst. It’s not that the “buy and hold” strategy is 
flawed, it’s the implementation of the strategy by 
both investors and advisors alike that leads to 
trouble.

Consider the fact that the average investor has 
earned a mere 3.8% annually over the last 20 years, 
versus the index returns of 9.1 % for the same 
period1. In other words, if an investor would have 
bought the S&P 500 index 20 years ago and left it 
alone, they would have performed better. 
Additionally, consider that mutual fund inflows into 
stocks have been widely regarded as a contrarian 
indicator. Investors consistently pile into stocks at 
the peak of the market and dump them at the bottom, 
effectively buying high and selling low. This is 
evidenced by mutual fund inflows peaking in early 
2007 and bottoming out early in 20092. The lazy 
spectator would make the case that we should all 
just own the indexes and forget about trying to 
outsmart the market. The thinking investor however, 

would understand why this happens, understand 
what factors are playing into this market and use this 
knowledge to their advantage.

Investment Behavior
Researchers who study the psychology of 

investments (aka Behavioral Finance) point to 
several human tendencies as justification for 
investors and fund manager’s apparent insanity. 
Understanding a few of these tendencies can be 
incredibly beneficial when evaluating your 
investments in a proactive manner. Herd theory is 
the tendency that we all have to mimic the actions of 
others, no matter how rational or irrational that 
behavior may be3. We only have to look at the recent 
bubbles in dot-com and real estate to see these 
theories in action.

Extrapolation/Recency tendency, according to 
Sir John Maynard Keynes, is the tendency to take 
recent results and make predictions about the future 
(particularly dangerous given market returns over 
the last 12 months)4. This amounts to driving your 
car while looking through the rear view mirror, only 
to see the cliff you just drove off.
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If businesses are to remain competitive, 
it is crucial that our future workforce have 
an understanding and appreciation of the 
real world challenges and uncertainty facing 
the business community.   

Founded by Nick Fisher (Portfolio 
Manager, Pilot Wealth Management) and 
his wife Maurissa, Young Entrepreneurs 
Business Week (YEBW) is rooted in the 
principles of providing, “Real World 
Experience, Life Changing 
Results.” YEBW teaches real world 
business skills in a fun, challenging and 
interactive environment, with the goal of 
developing the next generation of business 
owners, entrepreneurs, CEO's, and 
community leaders. YEBW shows students 

at a younger age that there is a business side 
to every occupation.

Pilot Wealth Management has 
partnered with YEBW to help provide high 
school students with progressive and 
immersive programs in the key areas of 
entrepreneurship, business fundamentals, 
financial investments, career readiness and 
leadership development.  Our economic 
development depends on a strong pipeline 
of future CEO’s, entrepreneurs, civic 
leaders, and employees.  In order to support 
the filling of this pipeline, our  fundamental 
goal is to provide the YEBW experience to 
as many high school students as possible. 

YEBW runs July 17-23 and is held at 
Oregon State University.

Self-preservation tendency explains why most fund 
managers and analysts will always be short-term thinkers 
making only small incremental changes apart from the herd. 
Their job depends on it. Advisors and managers can be 
handsomely rewarded for beating the “benchmark” despite 
losing significant money for their investors (ie. 2007-2008). On 
the other hand, underperforming the “benchmark” over the 
short term, despite giving investors better risk adjusted returns, 
can be perilous.

There was no question among a select few investors, 
managers and analysts that the dot-com and real estate bubbles 
were going to burst. These people were proactive and ready to 
take action when the time was right. That is not to say that they 
timed it perfectly and bought at the bottom. They did, however, 
manage to mind the most important rule of investing, never 
lose money, keeping a healthy allocation in cash and short-term 
securities.

Our Market Today
The market as a whole may not be in bubble territory, yet 

we currently see bubble-like characteristics emerging in a 
couple areas, namely commodities and cloud computing/social 
networking. Human tendency has taken over and created a lot 
of momentum. When that momentum will stall and eventually 
crash is anyone’s guess. In the meantime, we will avoid these 
areas like the plague.

Our recent analysis of valuations suggest that the market 
as a whole is in fact richly priced on the upper-end of fair 
value. Many companies are priced to perfection and therefore 
have very little room to underperform the analyst’s estimates. 
This added to a softening economy, which some believe may 
lead to mild recession and it is no wonder why many successful 
investors are becoming much more conservative (holding 
significant cash reserves). Referring back to the tendencies of 
investors and fund managers reminds us that there is good 
reason to be at the very least conservative and at the very worst 
fearful of a significant correction coming at some point in the 

near future. When this will happen or if it will happen at all, is 
anyone’s guess.

Economist Robert Schiller, professor at Yale University, 
has developed measures for combating some of the behavioral 
tendencies mentioned earlier. His research shows that 
normalizing price to earnings ratios (a measure of valuation) 
over a longer time period can give a reasonable prediction of 
future stock market returns (over a 15+ year period). According 
to his data, we can expect a -0.5% annual real return (before 
inflation) over the next fifteen years5. This compares to the 
long-term average of 6.5% annual real returns. We believe 
there is a high probability of earning better returns going 
forward by being proactive and maintaining a healthy 
skepticism. Our view is, if there is not a high likelihood of 
being handsomely compensated for taking risk, why take it. We 
discussed this at the end of January (see www.pilotwm.com/
news) and consequently have assisted our clients in avoiding 
much of the volatility the last several months.

Being proactive means having a plan if the market drops 
another 10, 15 or 20% and having a plan if the market rises 
another 10, 15 or 20%. We find that investors' attitudes toward 
market volatility and risk are very different when a plan is in 
place. In the near-term, if you feel like jumping in because you 
are missing out on returns, remember the words of Sir Isaac 
Newton, “I can calculate the movement of the stars, but not the 
madness of men.”

 
1. Colvin, Geoff. “Take Control and Win” Fortune 
Magazine. June 13, 2011
2. Trim Tabs Research
3. Phung, Albert. “Behavioural Finance – Key Concepts” 
Investopedia
4. Butler, Philbrick & Assoc. “Theory of Market 
Momentum.” http://gestaltu.blogspot.com/
5. Butler, Adam and Philbrick, Mike. “Estimating Future 
Returns.” http://www.advisorperspectives.com/
commentaries/dshort_61411.php

To register or learn more, visit 
www.yebw.org
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As an entrepreneur, husband and father, I wear many hats. 
Over the years, my wife and I have been very fortunate. I 
remember the days of renting our first apartment and sleeping 
in on the weekends: those have been replaced with two 
wonderful children and a house full of projects.

After having founded and managed a leading farm-direct 
coffee roasting and distributing company, I determined it was 
time for the next chapter in my life. I had managed my own 
portfolio and finances for 15 years but I was busy trying to 
balance running a business with spending time with my family 
and needed somebody to help guide me. I went searching for 
somebody who could advise me on the sale of my company 
and help manage my assets.

I knew the pieces I needed: investment management, 
retirement planning, tax coordination, estate planning, 
insurance reviews and business consulting. I wanted a 
quarterback. And I wanted that person to work for me and only 
me.

Easy enough, or so I thought. I met with everybody in 
town; the client in me was sad with what I found, the 
entrepreneur in me saw an opportunity. All these ‘advisors’ I 
met with were commissioned. They made money by selling 
products and changing directions! Not only that, but they 
couldn’t speak to my whole situation. Each advisor (insurance, 

investments, real estate, etc.) wanted to manage their own little 
piece of the pie completely separate from each other. They 
were incentivized to actually fight each other for bigger pieces 
of the pie.

About this time I reconnected with my eventual business 
partner whom had made the same observations of the industry 
but as an insider. Having served in the investment industry for 
over a decade and thru two significant recessions, Nick had 
seen the inefficient tendencies and the questionable ethics of 
the investment industry. Instead of hiring him as my portfolio 
manager, we decided to create the firm that we thought 
everybody deserved but could never find: Pilot Wealth 
Management.

It’s not a marketing ploy: we created the firm that we 
wanted to manage our wealth. No commissions. No bias. We 
are compensated only by our clients. It’s simple, really.

And as a client, I can say that I am happy with what we 
have created.

 Jason Lesh
 President, Pilot Wealth Management

Jason is the big picture guy both for our clients 
and our firm. Always the king of using analogies 
to explain a situation, Jason likes to think of 
himself as the clients’ personal financial 
quarterback. He jokes that he has done it all: 
had the corporate job, been his own boss, hired 
people, swept warehouses, raised funds – been 
there. “I focus on people and helping them.”

In an industry built around bragging and 
‘looking the part,’ Jason is a breath of fresh air: 
“It’s not in my nature to boast. I want to be the 
guy behind the guy.” He would prefer it if 
nobody besides him knew of it, saying, “My 
success comes from our clients’ success.”

When he’s not pulling strings behind the 
scenes, he can probably be found giving golf 
lessons to his two young boys in his front yard 
or rehabbing his 100 year-old-house with his 
wife.

Jason earned his Bachelor’s in Business 
Administration in Marketing and Management 
from the University of Portland. Originally from 
Lake Oswego, Oregon, he now lives in NE 
Portland with his wife, Kerri, and their two 
young boys, Christopher and Aiden.

He can be reached directly at: 
503-260-0108
jason@pilotwm.com

A Note From The Founder
By Jason Lesh
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http://www.pilotwm.com/aboutus/note_from_founder.html
http://www.pilotwm.com/aboutus/note_from_founder.html
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What We Do

We provide what our clients need: refreshingly candid, 
unbiased advice.

Managing your wealth can be overwhelming and require 
an expertise in many different areas. We speak to your whole 
picture and provide clarity. We don’t offer products but 
instead provide solutions. We take pride in taking the 
complex and making it simple.

We are a fee-only, independent investment advisor.
In an industry which is complex and misguided, our 

philosophy is clear: we work for you and only you.

College Savings
By Nick Fisher

The cost of educating the next generation is turning into a 
formidable task. According to many surveys, the cost of 
attaining a college education has increased at an annual rate of 
between 5 and 7 percent. Considering this significantly outpaces 
wage inflation, it is all the more reason to start saving as soon as 
possible for your child or grandchild. College savings should 
never be done at the sacrifice of retirement savings, however.

With that being said, not all college savings vehicles are 
created equal.Understanding the most efficient means of saving 
can carry some tax advantages and mean better financial aid 
consideration for your student, if needed. Some of the typical 
vehicles include 529 plans, Educational Savings Accounts 
(ESAs), and UTMA/UGMA Custodial Accounts. Each of the 
aforementioned has unique advantages, although 529 plans have 
emerged to provide a fair amount of flexibility and benefits over 
the ESA and the Custodial Accounts. An often overlooked 
option is a Roth contribution. Depending on your situation, it 
may be most appropriate to consider funding a Roth contribution 
to your IRA or 401k first if you are eligible. The account will 
grow over time and the contributions could be withdrawn prior 
to retirement to fund college education. The interest and any 
gains earned over the years will continue to grow tax-free for 
qualifying retirement needs down the road.

Give us a call to discuss the option that may best fit your 
needs.
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The information in 
this newsletter is 
intended for residents 
of the United States. 
This information is 
not intended to be 
personalized. Pilot 
Wealth Management 
is licensed with the 
State of Oregon and 
will ensure proper 
licensing or 
exemption from 
licensing before 
conducting business 
in any other state.

All material in this 
newsletter is original 
and may not be 
reproduced without 
the express written 
consent of Pilot 
Wealth Management. 

Copyright, Pilot 
Wealth Management, 
Inc.
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Services

Pilot Wealth offers a wide range of investment advisory 
and portfolio services tailored to meet its clients’ investment 
objectives. We work with each client to provide a suitable 
investment strategy.

Client services include but are not limited to:
• Comprehensive investment planning and development of 

investment policy statement(s) and strategic asset allocation 
target(s)

• Financial independence / retirement planning
• Capital and liquidity needs analysis, and related financial 

modeling
• Income tax planning and coordination with Client’s CPA
• Estate planning and coordination with Client’s lawyer
• Philanthropy planning and implementation
• Education Planning
• Insurance review / risk management (including insurance 

analysis for life, disability and other lines of personal 
insurance in coordination with third party insurance 
providers)

• Employee Stock Option Planning
• Consideration and evaluation of financing transactions 

and risk reduction strategies for concentrated equity positions
• Advice incident to major asset purchases and sales
• Selection of Other Advisors

http://www.pilotwm.com/aboutus/who_we_are.html
http://www.pilotwm.com/aboutus/who_we_are.html

