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this quarter we are also reporting investment results  as well as approximate results from 

the February through the end of he  Furthermore, in addition to our official composite 
benchmark of the S&P 500 TR, we have also included the iShares MSCI USA Quality ETF as an additional 
reference point.

 
 
 

 
 

while the iShares MSCI USA Quality ETF lost 19.37% 
in the first quarter (See Fig. 2).

 t  
composite fell approximately 11.73% and the Large Cap Quality Focus composite dropped about 18.46%. 
Over that same time, was down 23.48%  the ty 

sank 22.46%

 
 

Investment Results 
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Source: FactSet, SaratogaRIM. Past investment results are not a guarantee of future results. Ending label points represent estimated net performance; 
the total return for the 2/19 - 3/31 period is estimated by linking actual performance for March and estimated performance from FactSet for the 2/19-2/29 
period based on month-end holdings. The plot depicted shows estimated daily price movements based on month-end holdings. 
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The chance of gain is by every man more or less 
overvalued, and the chance of loss is by most 
men undervalued. – Adam Smith 

 

A  small black-and-white photo, taken at anoth-
er time of crisis, hangs in our office. It de-

picts my father, then age 33, as he holds a new-
born child just delivered in the central highlands 
of Vietnam. As a young doctor, he served as a 
battalion surgeon during one of that war’s most 
violent periods. Today he and his girlfriend, both 
native New Yorkers in their eighties who divide 
their time between the two coasts, are stranded 
in California amongst the millions of Americans 
sheltered in place as the wave of COVID-19 cas-
es spreads across the country.  
 
Thus far, New Yorkers have borne the brunt of 
the crisis; Californians are braced for what is 
coming. I am thankful to report that Sara-
togaRIM’s employees and their families are doing 
well. Most of us work from home; those still using 
the office observe strict social distancing proto-
cols. Our emergency back-up site – we call it Zi-
on, after the rebel redoubt in the sci-fi series, The 
Matrix – sits unused but ready, just in case. I wish 
to be writing with the pandemic firmly in the rear-
view mirror. Unfortunately, we are (at best) at a 
place Winston Churchill called “the end of the be-
ginning.” Already, Americans are succumbing to 
COVID-19 at a rate that matches the worst weeks 
of the Vietnam War, and nationally, more have 
died from the virus as I write on April 2nd than did 
on the beaches of Normandy during the D-day 
invasion in 1944. Sobering times, these are.  
 
On March 17th, we issued a brief email with a 
Preliminary Letter for Q1 2020 (see the email and 
original letter following the 2020 Q1 Composite 
Statistics). We did so not only to answer ques-
tions that had been streaming in from clients, but 
also because we knew what we had to say, and, 
given the circumstances, saw no wisdom in wait-
ing. Consider this an addendum. Our approach to 
investing during this crisis remains what it always 
has been, as outlined a few weeks back. Nothing 
about today’s market environment fundamentally 
changes anything for our process or how we exe-
cute it. Officially, the longest U.S. bull market in 
history ended on March 11th. History suggests 
that the young bear market has yet to show its 
worst. 

We are buying and selling opportunistically; 
checking and rechecking our valuation work 
based on the flow of new information; holding nu-
merous virtual meetings daily to discuss news, 
the ongoing economic contraction unfolding glob-
ally and company-specific issues brought to the 
table by each member of our team. Each of us 
are keenly aware that the work we’re doing right 
now, and will be doing over coming months and 
quarters, ranks amongst the most important of 
our investment lifetimes. We are also working 
hard to stay safe. Suffice it to say, I am extremely 
proud of the work that our investment, operations, 
and investor relations teams are doing, and their 
display of what Ernest Hemmingway called 
“grace under pressure.”  
  
Mohamed El-Erian, chief economic advisor at Al-
lianz, coined a phrase for the pandemic’s impact 
on commercial activity. He calls it “a massive 
economic sudden stop.” Factories are shutting 
down, supply chains are broken, and economic 
actors of every sort – schools, businesses and 
government agencies – are locking their doors 
and sending employees home. “It's the sort of 
thing that happens in fragile states,” he said in a 
mid-March interview. “It doesn't happen economy 
wide and it certainly doesn't happen worldwide, 
but that's what is occurring right now." 
 
Businesses must meet fixed costs with little or no 
cash flow, a recipe sure to sting across the corpo-
rate landscape given today’s high levels of lever-
age. “Solvency problems mean unemployment … 
a deeper recession [and] a more permanent scar 
to the global economy,” El-Erian warns. Already, 
data points suggest this process has begun. 
Goldman Sachs estimates that U.S. GDP will 
shrink 34% for the coming quarter and that unem-
ployment will surge to 15% by mid-year. Initial 
claims for unemployment for the two weeks end-
ing on March 28th soared by roughly 10 million, 
shattering all historical precedent. And guess 
what? The market shrugged off the data. 
  
Don’t struggle to make sense of this. There is no 
deep logic; it’s just that hope really does spring 
eternal. By March 23rd the market had fallen 
roughly as much as the historical average for 
bear markets. This was enough, apparently, to 
kick algorithmic traders and others speculatively 
inclined into overdrive. Hope that government 
stimulus will suffice and “fear of missing out” drive 

Letter to Investors 
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a reflex rally as we go to print. Throughout finan-
cial history, these types of spectacular rallies 
have rarely occurred when the market and econ-
omy were on firm footing. 
 
Our warning here is very simple: kinetic volatility 
and huge up-days – even strings of furious up 
days – are signature characteristics of bear mar-
kets. The single-day record was set way back in 
1933, during a huge rally that marked a legend-
ary false dawn for investors roughly eight years 
before the Great Depression finally ended. Within 
four turbulent months in late 2008, during the 
heart of the Global Financial Crisis, the S&P 500 
experienced six distinct 1-6 day trading bounces 
(bear market rallies) of 9% or more, with a few 
bigger than 19% – most attributed to optimism 
related to fiscal or monetary policy support. Yet, 
the market didn’t put in its ultimate low – 40% 
lower – until several months later. History mat-
ters. 

Figure 4 depicts a list of the 20 largest single-day 
percentage gains and losses on the S&P 500 
since 1926. Take a look at the dates; think about 
the economic environments they occurred in. 
Every single one of these monstrous moves, ei-
ther up or down, occurred during one of three 
time frames: the Great Depression, the Global 
Financial Crisis or in the cluster of volatility that 
came with the 1987 stock market crash and its 
aftershocks, that is, until March of 2020. The key 
takeaway should be that powerful rallies don’t 
sound all clear bells during bear markets. 
 
Should the market’s closing low of 2,237.40 set 
on March 23rd turn out to have been the actual 
trough of this bear market, it would prove to have 
been the fastest, most volatile and shortest bear 
market ever. For perspective, since the middle of 
the 19th century, the median bear market has tak-
en 17 months to complete its decline from peak-
to-trough – and never has one been resolved in 

Source: Bianco Research LLC, SaratogaRIM 

Fig. 4: S&P 500’s 20 Largest Single-Day Percentage Gains and Losses from 1926-2020 
 Largest % Gains   Largest % Losses  
Rank Date  % Change Rank Date  % Change 

1 March 15, 1933 16.61% 1 October 19, 1987 -20.47% 

2 October 30, 1929 12.53% 2 October 28, 1929 -12.94% 

3 October 6, 1931 12.36% 3 March 16, 2020 -11.98% 
4 September 5, 1939 11.86% 4 October 29, 1929 -10.16% 

5 September 21, 1932 11.81% 5 November 6, 1929 -9.92% 

6 October 13, 2008 11.58% 6 March 12, 2020 -9.51% 
7 October 28, 2008 10.79% 7 October 18, 1937 -9.12% 

8 June 22, 1931 10.51% 8 October 5, 1931 -9.07% 

9 March 24, 2020 9.38% 9 October 15, 2008 -9.03% 

10 April 20, 1933 9.52% 10 December 1, 2008 -8.93% 

11 March 13, 2020 9.29% 11 July 20, 1933 -8.88% 

12 August 8, 1932 9.26% 12 September 29, 2008 -8.79% 

13 October 21, 1987 9.10% 13 July 21, 1933 -8.70% 

14 November 14, 1929 8.95% 14 October 10, 1932 -8.55% 

15 June 19, 1933 8.87% 15 October 26, 1987 -8.28% 

16 August 3, 1932 8.86% 16 October 5, 1932 -8.20% 

17 July 24, 1933 8.81% 17 August 12, 1932 -8.02% 

18 October 8, 1931 8.59% 18 July 26, 1934 -7.83% 

19 December 18, 1931 8.29% 19 June 16, 1930 -7.64% 

20 February 11, 1932 8.27% 20 October 9, 2008 -7.62% 



a the 

If we’ve said it once, we’ve said it a thousand 
times. Price matters: even for stocks of great 
companies, it’s critical not to pay too much.  



en masse 

strong 
The Econo-

mist 



Captain Ralph Tanner (1968) holding a newborn baby 
delivered on the front lines of the Vietnam War. 



Gross Gross 

 As of Date: 3/31/2020

 As of Date: 3/31/2020  As of Date: 3/31/2020

*



Gross Net S&P 500 Median Standard Quality S&P 500 # of Portfolios % Non-Fee End of Period % of Firm # of Firm End of Period
Year TWR TWR Total Return TWR Deviation Composite Total Return in Composite Paying Accts Composite Assets Assets Portfolios* Total Firm Assets

2000 (2/29) 32.49 31.45 -2.45 n/a n/a - - 48 0.0% 14,909,737.56 55.76 62 26,739,561.04
2001 - -1.65 3.58 - - 64 0.0% 30,514,646.98 82.74 72 36,880,627.71
2002

-1.62 -2.56
-9.37 -10.17 - 3.01 - - 89 0.0% 34,000,857.47 86.67 102 39,231,009.50

2003 18.24 17.18
-11.06
16.69 2.44 - - 96 0.0% 43,183,465.08 82.41 120 52,403,457.10

2004 1.58 0.66 2.96 - - 103 0.2% 47,974,118.35 82.67 129 58,032,372.36
2005 7.11 6.13 2.39 - - 105 0.2% 50,770,162.66 82.71 130 61,384,012.72
2006 16.94 15.87 2.82 - - 99 0.2% 56,390,733.74 76.99 127 73,239,570.68
2007 12.06 11.02

-0.29
5.54
14.48
10.29 3.31 - - 99 0.2% 61,759,766.07 77.97 130 79,206,822.92

2008 -11.91 -12.74 - -12.32 4.20 - - 126 0.5% 63,833,081.56 78.86 162 80,940,276.85
2009 24.77 23.65 23.89 2.18 - - 259 0.4% 149,451,162.21 81.46 300 183,475,713.20
2010 14.27 13.43 13.89 0.76 - - 494 0.3% 308,291,988.80 72.80 544 423,498,666.41
2011 4.31 3.69 3.27 0.53 11.86 18.71 1,176 0.4% 675,883,971.31 89.07 1,306 758,793,592.13
2012 9.93 9.30 9.33 0.61 9.98 15.09 1,539 0.4% 952,886,545.56 91.19 1,689 1,044,972,076.70
2013 21.65 20.98 21.10 1.63 7.85 11.94 1,823 0.3% 1,260,548,713.94 89.81 2,033 1,403,561,332.53
2014 10.58 9.98 10.37 0.94 6.30 8.97 1,912 0.7% 1,338,763,052.59 82.94 2,163 1,614,090,418.39
2015 1.77 1.22 1.07 1.00 6.96 10.47 1,989 1.6% 1,268,091,067.90 77.41 2,298 1,638,083,262.30
2016 6.94 6.36 6.32 0.89 6.48 10.59 2,194 1.8% 1,330,011,476.70 73.85 2,573 1,800,890,893.30
2017 17.71 17.08 16.93 1.52 6.15 9.92 2,380 2.0% 1,481,531,427.12 70.11 2,887 2,113,160,549.13
2018 0.41 -0.13 -0.28 0.48 6.54 10.80 2,479 2.3% 1,402,520,781.74 69.65 2,987 2,013,567,458.02
2019 18.03 17.40

11.93
22.06
28.68
10.88
4.91
15.80
5.49
37.00
26.46
15.06
2.11
16.00
32.39
13.69
1.38
11.96
21.83
-4.38
31.49 17.62 2.08 7.39 11.93 2,583 2.5% 1,505,375,555.14 64.51 3,097 2,333,608,905.18

03/31/20 -9.23 -9.36 -19.60 n/a n/a 8.47 15.00 2,448 2.7% 1,274,468,514.53 61.01 3,022 2,088,890,835.39

3 Yr Ann Standard Dev



Gross Gross 

*

 As of Date: 3/31/2020



Gross Net S&P 500 Median Standard Focus S&P 500 # of Portfolios % Non-Fee End of Period % of Firm # of Firm End of Period
Year TWR TWR Total Return TWR Deviation Composite Total Return in Composite Paying Accts Composite Assets Assets Portfolios* Total Firm Assets

2014 (8/31) 6.95 6.71 3.46 n/a n/a - - 31 0.0% 59,408,640.33 3.68 2,163 1,614,090,418.39
2015 2.84 2.28 1.38 2.70 0.25 - - 88 0.0% 122,809,323.37 7.50 2,298 1,638,083,262.30
2016 11.93 11.33 11.96 11.18 0.63 - - 151 0.0% 198,406,977.89 11.02 2,573 1,800,890,893.30
2017 28.21 27.49 21.83 27.49 0.55 8.70 9.92 287 0.1% 362,440,319.53 17.15 2,887 2,113,160,549.13
2018 0.35 0.58 10.30 10.80 303 0.3% 316,630,422.08 15.72 2,987 2,013,567,458.02
2019 27.67

-0.20
26.98

-4.38
31.49 0.62 11.41 11.93 403 0.3% 533,438,674.16 22.86 3,097 2,333,608,905.18

03/31/20 -14.85 -14.97 -19.60

-0.41
27.10

n/a n/a 13.20 15.00 465 0.5% 507,750,108.86 24.31 3,022 2,088,890,835.39

3 Yr Ann Standard Dev



The SaratogaRIM Announcement email below and the Letter to Investors that follows was sent to 
SaratogaRIM clients and advisors on March 17, 2020:



P 

familiar 

because that is what 
great companies do

Letter to Investors - March 17, 2020 
“If humans fight the last war, nature fights the next one.” 



Grant’s Interest Rate Observ-
er



The opinions expressed in this article are for general infor-
mational purposes only and are not intended to provide spe-
cific advice or recommendations for any individual or on any 
specific security. All opinions expressed herein are the 
views of SaratogaRIM at the time of publishing and are sub-
ject to change without notice. The material has been gath-
ered from sources believed to be reliable, however Sara-
togaRIM cannot guarantee the accuracy or completeness of 
such information, and certain information presented here 
may have been condensed or summarized from its original 
source. SaratogaRIM does not provide tax or legal advice, 
and nothing contained in these materials should be taken as 
such. As always please remember investing involves risk 
and possible loss of principal capital. Advisory services are 
only offered to clients or prospective clients where Sara-
togaRIM and its representatives are properly licensed or 
exempt from licensure. No advice may be rendered by Sa-
ratogaRIM unless a client service agreement is in place. 
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Saratoga Research & Investment Management (“SaratogaRIM” and “the Firm”) is an SEC Registered Investment Ad-
visor specializing in the construction and management of equity portfolios composed of high caliber businesses utiliz-
ing common sense investment principles. SEC Registration does not constitute an endorsement of the firm by the 
Commission nor does it indicate the advisor has attained a particular level of skill or ability. The Firm’s investment pro-
cess is designed to meet the long-term needs of conservative individual and institutional investors. Advisory services 
are not made available in any jurisdiction in which SaratogaRIM is not registered or otherwise exempt from registra-
tion. SaratogaRIM was founded in 1995; prior to March 7, 2007, Saratoga Research & Investment Management was 
known as Tanner & Associates Asset Management. 

The opinions herein are those of Saratoga Research & Investment Management. The contents of this report are only a 
portion of the original material and research and should not be relied upon in making investment decisions. The Firm’s 
quarterly reports focus primarily on its equity strategies. Under no circumstance is this an offer to sell or a solicitation 
to buy securities. All data, information and opinions are subject to change without notice. Opinions and statements of a 
fundamental nature are geared towards the long-term investor. SaratogaRIM is not a tax/legal advisor and therefore 
assumes no liability for any tax/legal research. Any information that is furnished to you should be thoroughly examined 
by a professional tax/legal advisor. 

SaratogaRIM Large Cap Quality Composite: SaratogaRIM claims compliance with the Global Investment Performance 
Standards (GIPS®) and has presented this report in compliance with the GIPS standards. SaratogaRIM has been in-
dependently verified for the period of March 1, 2000, through December 31, 2019. Verification assesses whether (1) 
the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and 
(2) the firm’s policies and procedures are designed to calculate and present performance in compliance with the GIPS
standards. Verification does not ensure the accuracy of any specific composite presentation.

SaratogaRIM Large Cap Quality Focus Composite: SaratogaRIM claims compliance with the Global Investment Per-
formance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Sa-
ratogaRIM has been independently verified for the period of March 1, 2000, through December 31, 2019. Verification 
assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards 
on a firm-wide basis and (2) the firm’s policies and procedures are designed to calculate and present performance in 
compliance with the GIPS standards. The SaratogaRIM Large Cap Quality Focus Composite has been examined for 
the period of September 1, 2014, through December 31, 2019. The verification and performance examination reports 
are available upon request. 

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor 
does it warrant the accuracy or quality of the content contained herein. 

2020 Q1 Report Charts and Tables: All charts within this report are supplemental and are created by SaratogaRIM. 
Past investment results are not a guarantee of future results. Figures 1, 2 and 3 illustrate cumulative daily return esti-
mates calculated by FactSet utilizing month-end holdings data for the relevant periods shown and may differ from ac-
tual performance. Ending label data points on Figures 1-2 represent actual net performance. Ending label points in 
Figure 3 represent estimated net performance; the total return for the 2/19 - 3/31 period is estimated by linking actual 
performance for March and estimated performance from FactSet for the 2/19-2/29 period based on month-end hold-
ings. The plot depicted shows estimated daily price movements based on month-end holdings. Figure 4 uses data ob-
tained from Bianco Research LLC to display the 20 largest single-day percentage gains and losses of the S&P 500 TR 
Index since 1926. For further information or clarification regarding any of the charts or concepts within this report, 
please email your specific questions to sam@saratogarim.com. 

Valuations are computed and performance reported in U.S. dollars based on trade dates as of month-end, net-of-fees, 
while accounting for dividend reinvestment. The 3-year standard deviation (external dispersion) is based on net-of-
fees returns. Net-of-fees returns are calculated net of actual management fees and transaction costs and gross of cus-
todian fees and external consultant or advisory fees. Gross-of-fees returns are calculated gross of management, cus-
todial and external consultant or advisory fees and net of transaction costs. 

Composite returns are calculated using asset-weighted TWR, beginning market values, and external cash flows. 
Gross and Net TWRs are calculated based on the geometric linking of the monthly internal rate of return for portfolios 
present for the entire month. Individual portfolios are revalued monthly; portfolios also are revalued intra-month when 
large external cash flows occur in excess of 10% of the portfolio’s fair value. Dispersion is calculated as the asset-
weighted standard deviation of annual net-of-fees portfolio returns around the median portfolio return in the composite. 
Dispersion is based only on portfolios that were in the composite for the full annual period, and is only shown for the 
annual periods where the composite had more than 5 portfolios for the full year. SaratogaRIM's policies for valuing 
portfolios, calculating performance, and preparing compliant presentations are available upon request.  

Disclosures 
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Daily reconciliation is performed between the firm’s records and the custodian and broker records through Advent to 
verify client assets. SaratogaRIM fee is normally 1% for the SaratogaRIM Large Cap Quality (Equity) Composite & 
1.2% for the SaratogaRIM Large Cap Quality Focus composite; may be negotiated, as warranted by special circum-
stances. Results of the SaratogaRIM Large Cap Quality (Equity) Composite & the SaratogaRIM Large Cap Quality 
Focus Composite do not reflect the results of any one portfolio in those composites. 

Benchmarks are selected based upon similarity to the investment style of the Firm’s composites and accepted norms 
within the industry. Benchmarks are provided for comparative purposes only and holdings of the Firm’s clients’ portfoli-
os will differ from actual holdings of the benchmark indexes. Benchmarks are unmanaged and provided to represent 
the investment environment in existence during the time periods shown. The benchmarks presented were obtained 
from third-party sources deemed reliable but not guaranteed for accuracy or completeness. Indices are unmanaged, 
hypothetical portfolios of securities that are often used as a benchmark in evaluating the relative performance of a par-
ticular investment. An index should only be compared with a mandate that has a similar investment objective. An index 
is not available for direct investment, and does not reflect any of the costs associated with buying and selling individual 
securities or management fees. 

The S&P 500 Total Return is the total return version of the S&P 500 Index, which has been widely regarded as the 
best single gauge of large-cap U.S. equities since 1957. The index includes 500 leading companies and captures ap-
proximately 80% coverage of available market capitalization. (Note: A total return index assumes that all dividends 
and distributions are reinvested.) The S&P 500 Index is a product of S&P Dow Jones Indices LLC (“SPDJI”), and has 
been licensed for use by SaratogaRIM. Standard & Poor’s®, S&P® and S&P 500® are registered trademarks of Stand-
ard & Poor’s Financial Services LLC (“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark Hold-
ings LLC (“Dow Jones”); and these trademarks have been licensed for use by SPDJI and sublicensed for certain pur-
poses by SaratogaRIM. SaratogaRIM's products are not sponsored, endorsed, sold or promoted by SPDJI, Dow 
Jones, S&P, their respective affiliates, and none of such parties make any representation regarding the advisability of 
investing in such product(s) nor do they have any liability for any errors, omissions, or interruptions of the S&P 500 
Index. 

The MSCI USA Quality Index was launched on Dec. 18, 2012. It is designed to measure the performance of the large 
and mid cap segments of the U.S. market. With 637 constituents, the index covers approximately 85% of the free float 
-adjusted market capitalization in the U.S. The iShares MSCI USA Quality ETF is an exchange-traded fund that tracks 
the underlying index.

Clients may access their portfolio information and reports including client-specific information through SaratogaRIM’s 
website. The Firm recommends that you compare your Saratoga Research & Investment Management reports with 
the ones you receive from your custodian(s). The custodian of record is required under current law to provide separate 
account statements. Market values reflected in the custodian’s statement and those cited in this report may differ due 
to the use of different reporting methods. To the extent that any discrepancies exist between the custody statement 
and this report, the custody statement will take precedence. Values may vary slightly because of situations such as 
rounding, accrued interest or the timing of information reporting. A fee statement will be posted on the Firm’s website 
showing the amount of the Asset-Based fee, the value of clients’ assets on which the Asset-Based fee is based and 
the specific manner in which the Asset-Based fee was calculated. These statements will be posted for one year; state-
ments prior to that timeframe are available upon request. As a general rule, SaratogaRIM does not disclose private 
information regarding clients’ accounts unless the Firm relies on certain third parties for services that enable the Firm 
to provide its investment services to their clients. The Firm may also disclose nonpublic information where required to 
do so under law. If you are a client needing website access or assistance, please call (408) 741-2330 or email opera-
tions@saratogarim.com. 

If you wish to become a client of SaratogaRIM, you will be required to sign an Investment Advisory Agreement that 
exclusively governs the relationship between you and SaratogaRIM. SaratogaRIM’s Privacy Policy and most recent 
Form ADV are available on SaratogaRIM.com. To receive a complete list and description of composites, a presenta-
tion compliant with the GIPS Standards and/or a printed copy of the Firm’s Form ADV, please contact Marc Crosby, 
President: (408) 741-2332, marc@saratogarim.com. 

© 2020 Saratoga Research & Investment Management. All rights reserved. No part of this publication may be repro-
duced or transmitted in any form or by any means, electronic or mechanical, including photocopy, recording, or any 
information storage and retrieval system without permission of copyright holder. Request for permission to make cop-
ies of any part of the work should be mailed to SaratogaRIM, Attn: Marc Crosby, P.O. Box 3552, Saratoga, CA 95070. 
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