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Although we don’t have any shortage of personal opinions, mac-

roeconomic ideas and investment approaches at Orcam, we know 

that there is no shortage of great minds in the global economy.  

Our research will occasionally try to provide clients with what we 

believe are the best recent insights from investors, analysts and 

pundits who we follow.  The Best of the Street reports will offer 

clients a more well-rounded view of the investment world 

through a lens that is hopefully different from our own, but s"ll 

based on the same sort of pragma"c and sound reasoning we 

a#empt to use.  A#ached are some of our favorite insights from 

recent weeks.    

David Rosenberg—Gluskin Sheff 

“the best advice I can give you is to search for sources of rela"vely 

secure income.  This can mean select REITs – especially with the 

US residen"al rental vacancy rates edging down to a mere 4.6% 

and rental growth steady at roughly 1% per quarter (as per the 

latest Reis data).  Yields on average have declined to 1.7% but 

that is s"ll be#er, more than double, in fact, what you can garner 

at the mid-part of the Treasury curve.  Intermediate Investment 

Grade bonds too are a happy medium between risky equity mar-

kets and safe treasuries – the average fund has generated a re-

turn of over 6% so far this year.  With specula"ve grade corporate 

default rates well below average at around 3%, high yield bonds 

with an average coupon of over 6% are perfectly reasonable, es-

pecially given the strength in corporate balance sheets.”   - David 

Rosenberg, 10/4/12 
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enemy of good.”  
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“Mark Twain once remarked, “October, this is one of the peculiarly dangerous 

month to speculate in stocks.  The others are July, January, September, April, No-

vember, May, March, June, December, August and February.“ 

Jeff Saut—Raymond James 

“Mark Twain once remarked, “October, this is one of the peculiarly dangerous months to 

speculate in stocks. The others are July, January, September, April, November, May, March, 

June, December, August, and February." However, if the typical presiden"al elec"on year 

trading pa#ern con"nues to play, aBer a pause/pullback stocks should trade higher (see chart 

on page 3). And, this week is full of economic reports that could cause a pause/pullback. This 

week we get the global manufacturing data and the U.S. jobs data. The wildcard, however, is 

Spain. The bulls are hoping that last week's Spanish budget proposals will pave the way for a 

bailout request by Mariano Rajoy's government. If so, it would be a step in clearing some of 

the uncertainty in the euro zone. Whatever the news, I don’t think stocks pull back much from 

here.”— Jeff Saut, 10/1/12 
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David Kos"n, Goldman Sachs 

“A look at the 2011 trading pa#ern of the S&P 500 explains the reason for our belief that the mar-

ket has an asymmetric risk profile and offers more downside risk than upside opportuni-

ty. Poli"cal reali"es and last year’s precedent suggest the poten"al that Congress fails to reach 

agreement in addressing the ‘fiscal cliff’ is greater than what most investors seem to believe 

based on our client conversa"ons.“  David Kos"n, 8/25/12 

 

 

Jan Hatzius, Goldman Sachs 

“As we have discussed recently, our worry about the fiscal cliff has increased in recent months as 

neither Democrats nor Republicans seem inclined to budge on the most conten"ous issue, name-

ly the fate of the upper-income Bush tax cuts. While we have not changed our baseline assump-

"on of an ul"mate agreement to extend most of the major provisions--with the conspicuous ex-

cep"on of the payroll tax cut--the risk of at least a short-term hit from all of the fiscal cliff provi-

sions as well as a permanent expira"on of the upper-income tax cuts and/or the availability of 

emergency unemployment benefits has clearly grown. “ - 10/4/12 

 

 



Important Disclaimer 
Nothing contained herein should be construed as an offer to buy any 

security or a recommendation as to the advisability of investing in, pur-

chasing or selling any security. Some of the statements contained 

herein are statements of future expectations and other forward-looking 

statements. These expectations are based on Orcam's current views 

and assumptions and involve known and unknown risks and uncertain-

ties. Actual results, performance or events may differ materially from 

those in such statements due to, among other things, general econom-

ic conditions, performance of financial markets, Orcam Financial 

Group, LLC assumes no obligation to update any forward-looking 

information contained in this document. 
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Orcam Financial Group, LLC is a fee 

only financial services  firm offering 

macro research, personal advisory, 

ins"tu"onal consul"ng and educa-

"onal services.   

 

If you have ques"ons or concerns please contact Orcam Financial Group, 

LLC at (858) 220-5383 or by email at info@orcamgroup.com 

 

Buffe#’s Alpha, via Yale University 
 

“Buffe#’s performance is outstanding as the best among all stocks and mutual funds that have 

existed for at least 30 years. Nevertheless, his Sharpe ra"o of 0.76 might be lower than many in-

vestors imagine. While op"mis"c asset managers oBen claim to be able to achieve Sharpe ra"os 

above 1 or 2, long-term investors might do well by seQng a realis"c performance goal and bracing 

themselves for the tough periods that even Buffe# has experienced. 

 

In essence, we find that the secret to Buffe#’s success is his preference for cheap, safe, high-

quality stocks combined with his consistent use of leverage to magnify returns while surviving the 

inevitable large absolute and rela"ve drawdowns this entails. Indeed, we find that stocks with the 

characteris"cs favored by Buffe# have done well in general, that Buffe# applies about 1.6-to-1 

leverage financed partly using insurance float with a low financing rate, and that leveraging safe 

stocks can largely explain Buffe#’s performance.” - Buffe#’s Alpha, Yale University 


