
The French are a unique people with a unique language. My mother’s father and his 

ancestors originated in France and because of genealogy I like to feel a connection 

with them. They needed a way to describe current circumstances, just as we do as we 

look out to the year 2009 in the investment markets in the U.S. How they did that could 

give us some great insights into the future of our stock and bond markets.
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The French say, “Le Roi est mort, vive le Roi!” 

The King is dead, long live the King. When 

the Monarch or holder of the throne would 

die, a new one would immediately rise up and 

replace the old one. The saying is designed 

to show the durability of the monarchy and 

the underlying strength in their country. As a 

Democratic Republic the U.S. does not have 

a monarchy. If we were a monarchy we would 

be observing the death of President George 

Bush’s job title and acknowledging the hope-

fulness of succession to the Presidency of 

Barack Obama. 

The King of publicly-traded common stock 

wealth creation in the U.S. has historically 

been large capitalization blue-chip stocks. 

Their broad-based ownership and size caused 

them to create more wealth than higher re-

turn yet riskier and less widely owned invest-

ments. Buying and holding these compa-

nies has produced returns averaging 10% or 

greater over long stretches of time and did 

so while providing constant liquidity along the 

way. If you have watched T.V. (Mark Faber 

and Jim Cramer) or read the business peri-

odicals lately, you know that many are saying 

that a strategy of buying and holding quality 

U.S. blue chip stocks is forever fl awed and 

will never work again. The King of Wealth 

Creation is dead! Let’s examine the logic 

The French say, “Le Roi est mort, vive le 
Roi!” The King is dead, long live the King. 



behind those that believe the King of Wealth 

Creation is dead.

The number one reason that some experts be-

lieve buy and hold is dead is because it just 

fi nished its worst ten-year stretch since the 

1930’s. In this way the rearview mirror is being 

used for future advice. We don’t drive a car for-

ward looking in the rearview mirror and we don’t 

think it pays to invest that way either. The sec-

ond reason for giving up on buy and hold is the 

recent extreme volatility we’ve seen in the mar-

ket experience. Their logic is that since things 

bounce up and down so violently in the short 

run that it makes no sense to own them in the 

long run. By encouraging trading they are intel-

lectually dishonest, because they fail to mention 

that nobody can predict those violent swings or 

their direction. Lastly, most of the people who 

recommend avoiding buy and hold make their 

money from their professional activities like sell-

ing investment advice or from advertising or 

through entertainment or by transactions. They 

haven’t been made independently wealthy by 

their own investments.

Warren Buffett is the poster child for large-cap 

buy-and-hold investors and we know what he 

has been saying lately. In an Op-Ed piece in the 

October 17th edition of the New York Times he 

wrote, “Buy American, I am!” Let’s look at how 

Warren Buffett views the logic of the buy and 

hold naysayers. First, he would say, and did say 

in the op-ed piece, that the poor performance 

of the indexes these last ten years could lay the 

groundwork for superior positive performance 

for buy and hold over the next 5, 10 and 20 

years. “You pay a very high price for a cheery 

consensus,” Buffett writes.

Buy and hold investors like Buffett believe that 

the extreme volatility of the market is the friend 

of the buy and hold investor. If you have your eye 

on a wonderful company and a certain price at 

which it is attractive for you to buy it, the volatil-

ity might just put you in the driver seat. There 

are many companies we at SCM are researching 

currently that we haven’t owned before but are 

now open for consideration because of this ma-

jor decline and the volatile way it has played out.

Many individuals are listed on the Forbes list of 

the 400 wealthiest Americans because of buy-

ing and holding large stakes in our blue-chip 

businesses. In fact, the buy and hold phenom-

ena is so powerful that it reaches down through 

many generations. No Mellon family members 

are involved in managing the Bank of New York/

Mellon, but many of them appear on the Forbes 

list from their ownership of company shares. 

We don’t drive a car forward looking in the 
rearview mirror and we don’t think it pays 
to invest that way either. 

Buy and hold investors like Buffett believe 
that the extreme volatility of the market is 
the friend of the buy and hold investor.  
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You don’t see Bill Gates or Roy Disney or Steve 

Jobs in advertisements or selling advice or do-

ing a song and dance routine on T.V. They don’t 

have to because they have held shares of a great 

company for many years through thick and thin. 

Long live the King!

What does this all mean for the year 2009 and 

the following decade? We think that the single 

best time to believe in buying and holding quality 

U.S. stocks is when the fewest investors and ex-

perts have confi dence in the discipline. Trust the 

durability and the staying power of our blue chip 

common stock monarchy. Shed your Treasury 

bills, CD’s, Money Market Funds, Commodities, 

Hedge Funds and International Emerging Market 

investments and join us for what we believe could 

be major wealth creation. The King (Blue Chip 

U.S. Stocks) is Dead, Long Live the King!      

We think that the single best time to believe 
in buying and holding quality U.S. stocks 
is when the fewest investors and experts 
have confi dence in the discipline.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


