
OK, Repeat After Me: Buy Low, 
Sell High 

I just don’t get it. I thought I just wrote a 
newsletter reminding everyone to stay calm 
and no one will get hurt. I guess I am just too 
vain in thinking that someone actually reads 
these newsletters. In any case, let’s work 
through this again. 

Yes, I know that the market is down. The 
talking heads on CNBC and everyone else have 
made certain of that. Yes, I also know that the 
S&P 500 and Dow Jones Industrial indices are 
down since the market high in 2000. But, come 
on. As my mother would say: “Bull hockey 
happens.”      

 Rule Number 1: The highest value your 
portfolio attained was (obviously) just as 
ephemeral or illusory (those are six-dollar 
words for short-lived and unreal) as the seem-
ing low value today. As Warren Buffett said: 
"In the short run, the market's a voting ma-
chine and sometimes people vote very unintel-
ligently. In the long run, it's a weighing ma-
chine and the weight of business and how it 
does is what affects values over time." What 
the heck does that mean? It means “Don’t be a 
lemming.”  

The value of a company’s stock is determined 
by what a willing seller will sell it for and what 
a willing buyer will pay for it. Now, the lem-

mings work both sides of the equation. When 
they feel good, they will pay stupid prices for 
stocks. When they get scared (like now) they 
will sell stocks at stupid prices. For example, 
look at Google (GOOG). Last year the lem-
mings thought the company could grow to the 
sky. The price went from about $470 a year ago 
to $747 at the high in November. It is trading 
today (April 10) at $471. So, if you (this is the 
generic “you”. I would not have let you do 
this) bought the stock a year ago and still hold 
it today, did you ever really have that $747 
value? That is like asking if a dog has Buddha 
nature. If you had sold the stock at $747, then 
you would have realized that price/value. But, 
you didn’t. As with the other lemmings, you 
thought, like the Black Knight in Monty Py-
thon’s Holy Grail, that each drop in share value 
was a mere flesh wound. So, now the stock is 
back at roughly the price you paid. Does that 
mean you lost $276 per share. Did you realize 
that 37% drop in value? No. That value was not 
yours to keep. You are now even with where 
you bought the stock. You have lost nothing. 

Rule Number 2: You live in the United States 
and the government takes its share of your 
profits. You want national defense. You like 
driving on paved roads. Someone has to pay 
for it. If you have savings, the government 
wants its share of your earnings. Is that so bad?  
Would you rather live in a Communist country 
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and have the government tell 
you what you are worth and 
how much you can have? 
Taxes are not a terrible price 
to pay. It just seems that way.  

There have been little to no 
taxable gains to report since 
2000 because of all the loss 
carry-forwards. By last year 
(2007) most of those losses 
had been used. It so happened 
that just as we had to report 
gains on our 2007 tax returns, 
the S&P 500 decided to shave 
about 14% of its value. Just 
chalk it up to bad timing.  

The bad news is that we had 
to pay tax. The good news (?) 
is that we are harvesting 
losses to reduce the tax liabil-
ity for 2008. I never have un-
derstood that logic. I would 
rather pay more in taxes be-
cause that would mean that 
there were no losses. In my 
world losses are bad, gains are 
good. Sometimes the timing is 
just not so good. It is not the 
end of the world. It just is. 

Rule Number 3: Buy low, 
sell high. I do not understand 
at all why this is such a diffi-
cult concept. There is only one 
place that I can think of where 
people are not just willing, but 
ecstatic about overpaying—
the stock market.  

The reason Google went to 
$747 per share is because 
someone thought it was a bar-

gain at that price. Do they still 
think it was such a great deal? 
Are they happy they are sit-
ting on a 37% loss? Are they 
still certain that not only will 
they be made whole, but they 
will realize a profit on their 
investment? Get real. Those 
people are moping around 
thinking that the world has 
done them wrong. Well they 
should get a beer and an old 
Tammy Wynette LP and cry 
the night away. Sure Google 
may come back, but it may not 
be in our lifetime. Just ask 
those who bought Cisco Sys-
tems, Inc (CSCO) in 2000. They 
are still waiting for the stock to 
get back to 50% of its 2000 
peak price! 

Staying with the Cisco anal-
ogy, was it a better value at 
$80 in 2000, or at $24 today? 
Obviously the $80 dollars was 
excessive in hindsight, but a 
lot of folks thought they were 
buying the stock of the new 
millennium at that price. Is the 
$24 price today better? It 
seems reasonable, but I really 
don’t know. (It seems a little 
pricey to me.)  

Just because the market is 
down today does not mean 
that it will stay down forever. 
The lemmings have the same 
but opposite effect on a down-
trending market as they do on 
a rising market. Eventually 

they give up and sell at the 
worst possible time. Fortu-
nately, there is a buyer on the 
other side of that transaction. 
The seller will have losses to 
write off against gains on his 
next tax return. The buyer will 
have gains. Who is the winner? 

The average recession in this 
country has lasted between 8 
and 18 months. If you don’t 
need your money for the next 
18 months, this is the time to 
buy. I can’t tell you that the 
market will not go any lower. 
It may very well. I can tell you 
that we will not know that the 
market has hit bottom until we 
are looking at the bottom in the 
rearview mirror.  We have as 
much a chance of picking a 
market bottom as a market 
high. All I know is that the val-
ues are better now than they 
were at the high in October.  

I am buying. How about 
you? 

 


