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Alas, hedge fund management has accelerated the
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marketing of the “Brain.” There is a widely held belief
in the asset-management industry that the hedgefund industry attracts the “best and brightest.”
This business adds a dimension not found often in
traditional

investment

management.
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tend to move in a riskier investment world. They look
for good stocks....... and bad stocks, and they leverage
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As a result, some institutions

have modified their services to embrace “Manager of
Managers” programs. This strategy can be both cost
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Gladwell’s book, “Blink.” Gladwell writes, “When we

2008 as a result of holding A-rated sub-prime funds.

talk about analytic versus intuitive decision making,
neither is good or bad. What is bad is if you use either

In our company, fi xed income securities stabilize the

of them in an inappropriate circumstance.”

value of portfolios. They need to be safe. Now the siren
call to increase yield is suspect. This world is growing

Often I see right- and left-brain confl icts. If you are a
lawyer, you take pride in your left brain. If you are an
artist, you wear the right brain badge of honor. The
concept of the “adaptive unconscious” may simply be

more unsafe. Are these new funds, designed to attract
the risk-adverse investor, the product of creative
brains who work for us - or are they working against
us?

an effective way of saying that the whole brain wins,
not just one of its parts.

So at the Trust Company we need to be agile. We need
to understand the market. We also need to understand

How effective is “Brain” power in effective investment
management?
algorithms

our clients and their needs. This is our responsibility.

Certainly those who designed the

and tranches evident in the subprime

funds made famous in 2008 were highly creative but,
on the whole, the investment community suffered

When I returned to work after my two week period
of rehabilitation, alone with my brain, I may have
emerged as an “enlightened” man.

profoundly and the damage is not yet complete.

How do we fi nd “knowing” people? It is a challenge.

But I know what I and my colleagues want

to

avoid. We avoided the subprime funds of 2008-2009
simply because we refused to buy something we
did not understand. As a result of the current low
interest rates, we see an increase of late in “murky”
investments that remind us of funds that fueled the
last market before the crash. We plan on staying the
course. It is not easy; we are certainly aware that safe,
fi xed-income securities yield appallingly low rates.

I now know how to adjust my brain power and exert
positive efforts to increase my brain’s effectiveness.
Monitoring IQ can be important.

I recently met a women who worked for an international
non-profit based in Connecticut. Her organization had
a strict philosophy of avoiding risk. The organization’s
policy did not allow for investing in stocks; “A” rated
Bonds and bond funds were permitted. Relying on
Moody’s, the portfolio declined by 40% at the end of

Quoting our esteemed Warren Buffett: “You don’t
need to be a rocket scientist. Investing is not a game
where the guy with the 160 IQ beats the guy with 130
IQ.”

I have learned to adjust my IQ and I created a scale

My Mother had a “Third Eye”³

to assist me:

Facts, logic - none of it mattered.
She just seemed to come to the right

Trait or Activity

Effect

conclusions. Were she here today she
would probably say “If it’s too good
to be true, it’s not true.”

Arrogance

- 10
In this current environment, we need to repeat
this advice more then ever. The infamous Bernie
Madoff was well aware of this immutable truth. He

Impulsivity

- 20

manipulated his stated yield so it stayed just below
the radar of “too good to be true.”

Ability to Listen

+ 20
If a company’s interest is congruent with the clients’
interest, the “Brains” stand a much better chance of

Running late

- 10

realizing the clients’ goals. Otherwise, the outcome
is unpredictable and perhaps dismal. This is what I
know.

fear

- 20

Cognitive Dissonance

- 20

Cup of Coffee (per cup)

Focusing on client needs

+5

+ 20
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1. Even after buying a motorcycle.
2. The Nobel Foundation just announced that it was reducing

I suspect that I need to nurture the minuses so I can

the cash awarded with Nobel Prizes by about 20 percent. The

get into the 130 range. Some of my colleagues, on the

reduction was the result of poor returns on its invested capital,

other hand, have suggested that I should focus on the

which was valued at $419 million as of Dec. 31, down 8 percent

pluses.

from the previous year.
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