
December 20, 2018 

Dear Friends and Fellow Investors: 

Please allow me to wish you a happy, safe and healthy holiday season!  Our relationship is a true gift 

and I sincerely thank you for the various journeys we’ve taken together over the years.  I’ve been 

uplifted and enriched by our association.  I can’t imagine a more profound blessing! 

I know this is an extremely busy time of year.  But, I think if you read on, you may find some 

comfort and gain some confidence about the current situation in the market. 

A close advisor of mine recently sent a very appropriate quote to me from Shelby Cullom 

Davis:  “You make most of your money in a bear market; you just don’t realize it at the 

time.”  This seems counterintuitive.  Bear markets are no fun.  But history has shown that long-term 

investors who “stick it out” have fared better over time than traders who are in and out of markets 

depending on conditions.  People who sell during corrections rarely buy back in to the market at the 

right time to recover the temporary declines in value they’ve experienced.  My father, who has been 

such a magnificent teacher throughout my entire life, didn’t sell a share of stock during the Credit 

and Liquidity Crisis of 2008/09.  Many others did.  He recovered decreases in value (and then some) 

over the ensuing years.  He also avoided capital gains taxes which would have come about as a 

result of selling shares and which would have further reduced his investable assets.  Many folks 

didn’t fully enjoy the rebound which eventually occurred.  This lesson will stay with me forever.  

It’s kind of easy to make a claim that long-term investors fare better than market-timers.  So, I 

thought we should take a closer look at historical facts to check our assertion. To better understand 

the magnitude of the current decline in the markets and what it may mean for the future, let’s 

review some data we recently received which examines the downturns in the U.S. bank market over 

the last three decades where the market lost more than 15% of its value from peak to trough.  The 

data presented in the tables below uses the NASDAQ Bank Index (“^BANK”) as the benchmark for 

measuring bank stock prices.  Note: the tables exclude the two credit/liquidity crises which occurred 

during the period under review (early 90’s and the so-called Great Recession of 08/09) as the current 

environment and conditions are devoid of anything remotely close to major credit problems.  There 

has been little to nothing written or discussed about a credit crisis during the current correction 

because it just doesn’t exist at this time.  

We share the following interesting info: 

1. There have been 7 major downturns over the last 30 years; with 1 occurring every 4.3 years

on average

2. These downturns averaged 5 months in duration and investors lost an average of -23%

3. All 7 downturns were followed by a sharp increase in prices; these “rebounds” averaged 5

months in duration and investors gained an average of 25%

The current correction has lasted 6 months, thus far, and the bank stock market (again using ^BANK 

as a proxy for the banking industry) has lost an average of 27% to date (remarkably similar to the 



characteristics of the corrections identified in the tables below).  Happily, our portfolios have 

performed better than the overall bank stock market – but are still down.  And remember, not all 

banks are created equal as the WSJ seems to assume.  Our portfolio holdings are not the same as 

money center and regional banks.  They consider $20 billion banks small.  We don’t and our 

relationship-based, smaller community banks have attributes often overlooked by those who paint 

with such a broad brush.  

Here’s the all-important “punch line” showing the corrections and corresponding rebounds during 

the past 30 years.  

I think this data vividly demonstrates why we assert that long-term investors fare better than 

traders.  Of course, while the market data in these tables indicate a clear pattern of sharp price 

increases after corrections, there are no guarantees the future will unfold the same 

way.  Nonetheless, we believe when the bank market rebounds in dramatic fashion, price action 

after the rebound will be heavily impacted by long-term fundamental trends rather than headline-

driven volatility.  And as I’ve attempted to highlight until you may be sick of hearing it from me – 

the fundamental trends of the banks in our portfolios are VERY STRONG! 

I close by including below a blog I recently wrote entitled “The 3 C’s of a Successful Investor”.  I 
hope it will resonate with you.  Again, Merry Christmas, Happy Holiday’s, and a Blessed New Year 

to all of you. 

With warmest personal regards, 

John



 
 
 

 

The 3 C’s of a Successful Investor 
By: John W. Rosenthal, CEO/CIO – John W. Rosenthal Capital Management, Inc. 

 
 
Tom Morris, a former Philosophy professor at Notre Dame, wrote The Art of Achievement: Mastering 
the 7 C’s of Success.  It’s a very good book and I commend it to you for your reading.  I’m borrowing 
his approach to share with you my “3 C’s of a Successful Investor”. 

 
Conviction:  Stubborn folks have conviction.  Know-it-alls have conviction.  But I’m talking about a 
different kind of deep belief.  I’m speaking about using informed judgment and knowledge as a base for 
coming to a well-versed view that is grounded in facts, history and practicality.  Using stats, analysis, 
experience and specific data to come to a conclusion should result in having a firm conviction.  But 
investing is a “contact sport – not a spectator sport”.  Once you have conviction, the only way for an 
investor to make money is to act on that conviction. 

 
Hubris is no good when it comes to investing.  But, having a strong conviction without being too 
arrogant is reasonable.  Constantly checking yourself to reaffirm your conviction is a great 
exercise.  “Only a fool never doubts”.  But I contend that successful investors have conviction as a key 
attribute. 

 
Contrarian:  A willingness to question conventional wisdom is another characteristic of successful 
investors.  Following the herd is typical.  But if everyone is doing it, prices and results tend to revert to 
the mean.  Buffet believes that buying when others are panicking is a good approach.  He’s made some 
great investments when others have lost their heads. 

 
However, just being contrary for its own sake isn’t necessarily a winning formula.  Contrarian investors 
rely on “strong convictions” that the majority may not embrace.  They think about things critically and 
come to conclusions that are not the common view.  It’s not easy to be a contrarian – which leads us to 
the next C in my list of traits of successful investors. 

 
Courage:  Investing is not for the faint of heart.  It takes courage to have a conviction, especially if and 
when it’s contrary to the majority opinion.  Dealing with money is serious business.  It takes steadiness 
and nerves of steel to maintain courage when things aren’t going your way. 

 
Again, courage without humility is foolhardy.  Recklessness is not courage.  Being daring is tantamount 
to gambling.  But having the courage of your convictions – even if it’s contrary to the popular view – is 
often the precursor of good investment results. 

 
These 3 C’s of Successful Investors are not an exhaustive list.  But I think they are foundational and 
proven qualities of those who’ve been prosperous in the investing business. 
 




