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During November, our portfolio once again outperformed all major markets and returned 3.53%, taking 

our total return to 49.37% since launch in October of last year. 

 

Our top performing stocks for the month included Mitchells & Butlers (12.4%) in the UK, United 

Microelectronics (16.8%) in Asia, Volvo (4.2%) in Europe and new purchases Fremont General (17.1%) 

and Conoco Philips (11.7%) in the US.  

 

Our worst performers included insurer Chubb (-2.6%) in the US, HSBC (-5.6%) in the UK, Matsushita 

(-6.5%) in Asia and BMW (-7.4%) in Europe. 

 

We took the fall in Matsushita’s price as an opportunity and bought more shares for our newer clients. 

This is in keeping with our value investment philosophy. Companies own real assets that have a 

definite value and the value of these assets tends to change slowly. However, the stock market is often 

driven by emotion rather than reason in the short term and the value accorded to companies can 

fluctuate rapidly. This means that short-term market fluctuations can often lead the stock market to 

substantially underestimate (or overestimate!) the true value of a company in the short term, allowing 

the value investor with a longer-term outlook to purchase such companies at a substantial discount to 

their true value. Over the longer term, the shares of undervalued companies tend to recover their value, 

providing the value investor with superior returns. Buying real assets at a discount also tends to 

substantially reduce risk. 

 

Markets overall were mixed, with the UK, Europe and Japan posting negative returns. US markets 

fared better, with the Dow once again stealing the headlines by achieving a succession of new, record 

highs.  
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Quite why so much of the focus falls on the Dow is an interesting question. First published by Charles 

Dow in 1896, the index was, at the time, simply an average of the price of 12 stocks. Although it has 

now expanded to include 30 stocks, it is still primarily an average of these companies’ share prices 

rather than a capitalization-weighted index like the S&P 500. What does this mean in practice? It 

means that on the Dow, it is the companies with the highest priced shares, rather than the companies 

with the largest market capitalization, that have the most influence on the index. “As a result, Alcoa 

counts for more than Microsoft, a company ten times as large”.* With the S&P 500, the actual share 

price of the company is irrelevant – it is the market capitalization of the company in relation to the total 

market capitalization of all companies represented on the index that dictates how much a movement in 

its share price will affect the index. This means that a capitalization-weighted index tends to be a far 

more reliable barometer for the state of the economy that it represents. (The S&P 500 also represents 

500 companies to the Dow’s 30.). 

 

*”The Dow Puffs On” – The Economist, January 12th, 2006 

 

As so often, much of the financial media (and most of the politicians!) are obsessed with hyperbole, 

rather than reality. Better to talk about an index reaching a record high, than to focus on the 

complexities of the actual market that the index is supposed to represent. Whilst the Dow has achieved 

record levels, the S&P 500 remains some way below its peak and the NASDAQ remains more than 

50% below its record level. In the UK, Germany, France and Japan the story is the same. 

 

The reality of the markets is that it is awfully difficult to work out whether things are going well or going 

badly. Much economic data appears good and, on a price/earnings basis, stocks are not historically 

overvalued. But profits are running at an all-time high as a share of GDP and potential bearish catalysts 

abound. Whilst predicting market crashes is (virtually by definition) a mug’s game, we feel that caution 
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remains the sensible approach. Our philosophy of investment is about as low risk as you can get for an 

equity strategy, focusing as it does on undervalued tangible assets, established companies and strong 

dividends. By purchasing companies at a substantial discount to their intrinsic value, we reduce risk 

and maintain the possibility of generating superior returns. Since we began live trading in October 2005, 

we have generated superb performance, whilst being able to protect our clients from losses when 

markets have underperformed. 

 

To download a detailed breakdown of our first year’s trading results, click 

http://www.loweswealth.com/pdf/LWM_1st_year_Performance_Report.pdf 

 

Please forward this to any friends or colleagues for whom you feel this may be of interest. If this has 

been forwarded to you and you would like to receive monthly performance updates, please let me 

know. 

 

If you are interested in investing with us, let us know! 

 

Kind regards, 

Justin 

www.loweswealth.com 
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Lowes Wealth Management - November Performance Graph 

 



Lowes Wealth Management  

November 2006 - Performance Update 

 

Tel +86.10.65930670  fax +86.10.65016911  www.loweswealth.com  Page 5 of 6 
© 2008 Lowes Wealth Co. Ltd.  Copyright Reserved 

 

Key 

LWM – Lowes Wealth Management 

MSCIW – Morgan Stanley Global Index 

S&P 500 – US Standard and Poor’s Index 

FTSE – UK Index 

DAX – German Index 

CAC – French Index 

N225 – Japanese Nikkei Index 

 

Please note: As always, I’ve tried to ensure that this will go out only to those who will be interested in this 

information. If you don’t want to receive this in future please let me know and I’ll take you off the list immediately 

 

Disclaimer  

Stated performance reflects equity gains, exclusive of any fees. 

  

This communication constitutes neither an offer to sell nor a solicitation of an offer to purchase/subscribe to any investment. All information 

and attachments (the “Material”) are provided by Lowes Wealth Management ("LWM") as part of its internal research activity. This Material is 

solely for informational purposes, and LWM makes no representations as to accuracy or completeness. LWM is not responsible for errors 

contained herein and shall not be liable for any consequences arising out of reliance upon same. Opinions herein constitute the present 

judgement of LWM, which is subject to change without notice.  
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This communication is confidential and may be covered by legal, professional or other privilege. The information herein is solely for the 

intended recipient(s). Any other access is unauthorised. If you are not the intended recipient(s) please immediately delete it from your system. 

Any disclosure, copying or distribution, as well as any action taken or omitted to be taken in reliance on information herein, is strictly prohibited. 

This Material and its use may be restricted by law in some jurisdictions, and persons who receive or otherwise interact with it are required to 

inform themselves and to comply with any such restrictions. Specifically, the information herein is not for distribution to the USA or Switzerland, 

and it does not constitute an offer or a solicitation of an offer to buy or to sell securities in those countries or to sell securities to or for the 

benefit of any US or Swiss resident. 

 

 


