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Casual Friday: A “Fearless” Market? + The Empty Pot August 15, 2025

#TGICasualFriday
“The only thing we have to fear is fear itself.”

It's a great adage to rally a society for war, but in investing, the absence of fear is usually the most dangerous. The good
news: tariff tantrums subsided, earnings appear to be crushing expectations, and heck, advisors are crushing it too.
Advisors are racking up AUM & revenue gains. AUM up 12.5% YOY, number of clients served up 6.8%. More
households, more assets. Great job folks! Source: Investment Advisor

But when fear evaporates, investors pile in, valuations stretch, and risk premiums vanish, pushing prices ever higher. And
that is precisely the setup for reversals. It's the hardest thing for retail investors to understand: “Times are good, my
account is up... let's keep it going.” Why rebalance away from what’s working into what’s not?”

Today’s market outlook hinges less on the presence of fear and more on the complacency that’s replaced it. Some data
might be rolling over: weaker employment, unresolved tariffs, and slightly lower manufacturing activity... yet the market is
higher. Even yesterday's hot PPI print couldn’t spark or maintain much of a sell-off.

Some stats that may indicate the market is “Fearless”

Margin debt: record high — up 25% in past year. (Barrons)

Fear greed: down a bit from EXTREME greed a few weeks ago, but still a “greedy” 64. (CNN)

VIX — lowest levels of the year. (Bloomberg)

Record tight bond spreads across the quality spectrum. (Bloomberg)

And our good friends at Richard Bernstein Advisors estimate retail client “betas” are about 1.5. (rbadvisors.com)

It's about as pedal to the medal as it gets folks.

Brutal Honesty, a Bond Blowup, and “The Empty Pot”

One of the best advisors | know summed up the difference between transactional business and managed business in one
sentence: “l don’t want to be looking around for a bond for this guy, a mutual fund for that guy, an SMA for another. It's a
bad model that doesn’t scale and sets everyone up for failure.”

His “aha” moment came years ago, in a transactional account, he bought his largest client a Puerto Rico bond — 300k,
which he marked up nicely. At the time, it looked like a great idea. Fast forward, and the bond completely imploded.

What did he do?

He got on a plane. Sat across from the client. And said: “We have to change this model. | admit to you that | haven’t
looked at the Puerto Rico bond in your account since the day | bought it for you.”

Wow. That’s a gut-punch of honesty few humans could have the courage to admit.
He advised the client they should move to outside bond managers and equity managers. The client—who you might

expect to be furious—was impressed by the courage and candor. He’s still a client today... and both are enjoying the
benefits of skilled outside managers.

* “Peer group” - Morningstar groups managers reasonably considered to be close investment alternatives, and for which performance and
other statistical measures, such as fees, are comparable.


https://www.investmentadviser.org/industry-snapshots/

It reminded me of a children’s book called The Empty Pot by Demi. In it, a boy named Ping lives in ancient China, where
the Emperor gives every child a seed. Whoever grows the most beautiful flowers will become the next Emperor. Ping
tends his seed with care—watering, giving it sunlight—but nothing grows. On the appointed day, children arrive with
dazzling plants. Ping shows up holding only his empty pot. The Emperor reveals he had boiled all the seeds, so nothing
could grow. Ping was the only one honest enough to present the truth, and for that, he was chosen as the successor.

Different setting. Same lesson.

Is too much of the investment industry filled with kids hauling in their “overflowing” pots—crypto hype, speculative growth
stories, opaque private credit, exotic products with perfect back tests? They look spectacular. But scratch the surface, and
many of them are the same as those boiled seeds—dead from the start.

The uncomfortable truth? Real investing often looks boring. Dividend strategies can be like the empty pot—no fireworks,
no carnival blooms, just the slow, compounding reality of actual businesses paying actual cash to shareholders. No faking
it. No clever cover-ups. Just seeking to present the truth, quarter after quarter.

That advisor’s brutal honesty bought him more trust than any sales pitch ever could. And in a world of showy, fake
flowers, maybe the most valuable thing we can offer is an empty pot—filled only with what'’s real. Thanks Neal.

You Belong With Fees: The Economics of Taylor’'s Music Catalogue

Taylor Swift’s surprise drop-in on the New Heights podcast with Jason Kelce wasn’t just pop-culture gold — it was a quick
masterclass in music-catalog economics. She explained in some detail how buying back her masters from Scooter
Braun’s camp — for — gulp - $360 million - meant controlling licensing, distribution, and her legacy — turning future
royalties into her own asset. In music, owning the catalog means owning the rights to earn from every stream, radio
play, commercial use, or film placement. It's the same principle behind owning a business outright: keep the cash
flows, call the shots. Even Bloomberg covered it (via Washington Post ) as a financial

story. https://www.washingtonpost.com/entertainment/music/2025/08/14/taylor-swift-travis-kelce-podcast/

Have a great weekend!
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