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Personal Investments:   
Allocation and Methodology 

 

This summary of our personal investments is prepared for the purposes of providing new perspectives 
as I put it together, of eliciting useful feedback from others, and as a potential example to encourage 
others to do the same exercise.  

I take a top-down approach to investing.  I’m first and foremost concerned with balance from a 
diverse set of investments.  I hope for each to be profitable, but realistically know that some will 
decline and thus plan for others to more than make up for the losses. 

Portfolio management, and all the data for this summary analysis, is done with Excel pivot tables and 
Fund Manager (www.FundManagerSoftware.com).  Both are indispensible and update prices daily.  
Fund Manager is highly recommended and available for under $100.  For me its key feature is 
comparison charts contrasting positions and any combinations of positions.      

Investment Allocation 
Allocation is heavily tilted towards equities.  I have built a Monte Carlo spreadsheet that picks 
random years from history since 1928 and applies the returns for equities, T Bills (short-term money) 
and bonds to the next forty years.  (www.wenzelanalytics.com/Papers.htm)  We don’t know the 
future, but if the future resembles the past this exercise reveals that equities have a much higher 
probability of producing a higher net worth than do bonds or money markets.  If I can trust the 
probabilities, I’m not so worried about the volatilities.        

Asset Type  Investments Liabilities Net 

Cash 4.6%  -9.8% -5.2% 
Fixed Income 12.8%   12.8% 
Funds-ETFs 23.4%   23.4% 
Stocks 64.0%  64.0% 
Commodities (Options and Gold) 4.6%   4.6% 
Stock Options 0.4%   0.4% 
  109.8% -9.8% 100.0% 

Excluded are the business, personal property, the homestead and its mortgage (1/3 of house value).  

Style Allocation  (Next Level Down) 

Fixed Income  

Fixed income consists of a CD used as collateral by the local bank that provides an irrevocable letter 
of credit as required by the State for me to operate my business.  An Icelandic krona 3-month CD 
pays 12% and a Brazilian real pays 7%, plus or minus the currency differential.  Several years ago I 
had stock in Thermowood, a woodworking equipment manufacturer, that I was able to convert to 
double the value in bonds which then pay 12%.  The other fixed income assets are personal loans.  

Equities 

Style allocation within equities breaks down by funds-ETFs or stocks.  Each of these is also balanced 
by how the selection decision is made (strategy).  One strategy is to pick securities supported by a 
strong rationale and convincing logic.  A second strategy is to pick stocks using a statistical and data 
mining approach to finding screen criteria that have been very fruitful in the past.  The third strategy 
is to pick securities from newsletters and the work of professionals that show a strong history of 
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positive returns.  “Portfolios” is the term used for groupings of stocks within each strategy.  Note that 
the style categories of value and growth are not utilized.   

Asset Type  Strategy Portfolio 
Invest 
Alloca 

12-Month 
Return 

Annual 
Return Since  

Fund-ETF Rationale Mairs & Power Growth 1.6% 5% 15% 12/20/1995 
    Timing or Passive 3.9% 10% 12% 8/7/1997 
    Intl - Country ETFs, EEM, ILF 15.7% 56% 13% 6/30/2000 
  Rationale Total   21.2%       
  Statistical Sector Monthly Rotation 2.1%   65% 3/14/2007 
Fund-ETF      23.4%       
Stock Rationale Agricultural 6.3%     11/1/2007 
    Global Bull Market newsletter 2.6%   21% 6/4/2007 
    Global Investor newsletter 5.6%   38% 6/4/2007 
    Income 2.6% 14% 18% 1/1/2002 
    Original (Bottom up selections) 11.4% 24% 15% 1/1/2002 
    Resource Scarcity 7.7% -4% 19% 2/3/2005 
    Uranium Miners newsletter 1.8%   -42% 1/24/2007 
  Rationale Total   (Includes discontinued portfolios) 37.9% 21% 17% 1/1/2002 
  Statistical    13.2% 18% 30% 7/29/2003 
  Tested Source Cyclicals (J Paulsen, Wells Cap) 6.4% 18% 25% 1/18/2006 
    Outstanding Investor newsletter 6.5% 23% 10% 4/27/2006 
  Tested S Total (Includes discontinued portfolios) 12.9% 18% 10% 1/1/2002 
Stock Total     64.0%       
Equities     87.4% 20% 17% 1/1/2002 
Russell 3000       5% 5% 1/1/2002 

Returns are as of 11/30/07.  The 12-month returns are obviously comparable; the other returns are not 
comparable as they cover very different market periods.  However, the dates and returns give a 
historical perspective.  The returns were much higher a month ago, and I expect will be higher again 
by year end.  There currently are 118 different equity securities, which comes to an average of eleven 
or so in each portfolio.  There have been 74 purchases in 2007; the timing portfolio would have 
multiple purchases of the same security.  One position is a mutual fund; at 1.6% of investments it 
over-weights in mutual funds and will likely be sold in the new tax year.  

The margin for stocks comes mostly from zero percent credit card loans.  When the promotion 
expires, the balance is paid with a transfer from a new or previous card.  Automatic payments make it 
manageable.   

Commodities and Options  

For diversification, I have hired a money manager to do options (mostly puts) on commodities, since 
that is not my expertise.  I hold some gold at Everbank, where we bank.  As a relatively safe way to 
participate in the China bubble, I hold three small options which went up 50% in one day this past 
week.  The commodities account is also very volatile, going up 60% in the first three months and now 
at about 50% of the original amount.       

Tax Allocation 

Looking at investments excluding the homestead, 25% are in Roth IRAs, 52% are in Traditional IRA 
(or SEPs), and the remaining 23% are in non-qualified accounts.  Suspecting that tax rates will go up, 
conversions to Roth accounts are made each year as the tax bracket permits.  

Foreign Currency 
Foreign CD’s comprise 4.2% of investment assets apart from the homestead, international country 
ETFs comprise 14.4%, ADR’s are 16.4%, stocks purchased on non-US exchanges are 2.5%, and 
bullion is .5% for a total of 38% directly benefiting from the declining dollar.  The proportion of US 
company holdings deriving revenue from abroad, or ADR’s from US operations, is hard to determine.      


