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Northstar Notes

“We've had enough good sense when something is working very well to
keep doing it. I'd say we’re demonstrating what might be called the

fundamental algorithm of life — repeat what works.”

-Charlie Munger, 2010 Berkshire
Hathaway Annual Meeting

It can be intimidating to hear “Make it shorter” about a newsletter that I have not
even written. Just the mention of new Northstar Notes brought that advice, and the
fact that it was my wife, Diana, made me take it to heart. Given that she is a
wonderful writer and published author, and I am neither, I will aim for brevity and
authenticity.

A common theme in most investor communications is that the world is changing, and
our best tools are patience and persistence. I agree that those are essential traits for
investment advisors, but there is mote to our work than that.

This year marks Northstar’s fortieth anniversary, and we have come a long way from
our tiny first office in 1986, complete with a state-of-the-art electric typewriter.
Technology has made efficient growth possible, but every advisor has access to
phenomenal tools. What we have is a team with vast experience and laser-sharp focus
on our clients. Let’s take a look at how we got here.

In 1993, seven years into our journey, Linda and I sent out our first newsletter. In it,
we highlighted the difficulties of tracking investment portfolios in our earliest days.
Each mutual fund had its own account at the sponsor, for example, Fidelity and
Templeton. Pulling together information was a monthly headache for us, but at that
point, we were reliant on outsiders to make most of our investment decisions. I
closed out that newsletter thirty-three years ago by poking fun at my stiff writing style
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and expressed the hope that someday we might become investment sages. I was
hoping to obtain at least some of the brilliance of Warren Buffett. Oh well.

From that first client-wide mention of Berkshire, it is worth noting that the price of
Berkshire has climbed from $17,000 to $761,000 per “A” share. Therein lies an
interesting reality: time has been our friend and the results, incredibly gratifying. But
the actual rate of return —12.8%—is not itself an astronomical number. Aesop told
the story well, and it is clear I am all tortoise and no hare.

Eatlier this year, the war in Iran caused huge market disruptions, and only one week
before missiles started flying, a client asked me what geopolitical event would cause
me to change portfolio allocation. My response was that there was no external event
that would drive us off course, and that we were solely focused on his cash needs and
long-term wealth preservation for his family. The eminent scientist Louis Pastuer said,
“Chance favors the prepared mind.” I think we can safely say that Linda and I are
prepared, and if that isn’t a euphemism, what is?

When the oil markets were in a state of disarray, with missiles and drones interrupting
the world’s most important waterway, I was reminded of our comments in 20006. At
that time, the domestic oil market was still suffering from the devastating impact of
Hurricane Katrina; huge facilities were damaged and off-line months later. I wrote
that we had to be prepared for further disruptions, and specifically mentioned Russia,
Iran, and Venezuela. So twenty years later, we had a sense of perspective that allowed
us to remain rational.

We have faced moments that were existentially important for the world’s financial
system: 1987’s stock market crash, 9/11, the dot-com implosion as the new
millennium began, and the fall of Lehman during the 2008 financial crisis. We have
never run to the momentary security of cash, and our calm commitment to long-term
growth pays dividends to this day.

Berkshire has had a profound effect on our investment philosophy, and I have often

worried that I take it to an extreme. But I can relax now, having discovered that there
is a new book, 1300 pages long, detailing Berkshire’s story year-by-year. Though, it is
an open question whether my marriage can survive this tome. Suffice it to say that as

between Diana and me, only one of us cares about textile mills in 1958.
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In Berkshire’s history, there were turning points. There was the evolution from textile
mills to insurance in 1967, and the shift toward consumer brands with the purchase of
See’s Candies in 1972. Buying See’s laid the intellectual groundwork for enormous
Coke gains beginning in 1988. And then, all of that thinking about consumer behavior
led Buffett to an incredible purchase of Apple shares in 2016, resulting in over $100
billion in profits. While Apple appeared to mark a change in investment philosophy,
the decision to invest in an ultra-modern technology-centered business actually
enhanced the Berkshire brand by moving past “boring” businesses.

These turning points resemble the evolutionary changes at some of Berkshire’s
holdings, such as the decision to use “Coke” in a sugar-free drink in 1982 as Coca-
Cola introduced Diet Coke to huge new markets. That decision was a seismic shift for
a company that had previously protected its trademark like the crown jewels. And
what about Apple? To paraphrase the legendary filmmaker George Lucas, technology
is not the story, but it provides the tools to help tell the story. Apple used technology
to build great products, and they have become the ultimate consumer experience
organization with enormous user loyalty. It took Buffett decades to connect the dots,
and we see it as another brilliant adaptation when viewed through the long lens of
time.

Note: I think Northstar excels at avoiding large, permanent losses of capital. We still
need to improve our process and place larger bets when the facts are in our favor. I
wouldn’t be writing about Berkshire’s Apple purchase if the numbers had been small
at the outset.

Today’s Northstar team is experienced with an average tenure of more than a decade.
We have the people and the knowledge to work closely with sophisticated clients.
Most importantly, we are here. No phone tree, no call center, no multi-day response
time. A call or email to Northstar goes directly to empowered professionals. Our
golden rule will always be authenticity with the people that matter, the clients we are
honored to serve.

Henry Asher
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The Northstar Group, Inc.
405 Lexington Avenue
Suite 37A

New York, NY 10174
Phone: (212) 883-9595

Material discussed is meant for general illustration and/or informational purposes only and it
is not to be construed as tax or legal advice. Although the information has been gathered from
sources believed to be reliable, please note that individual situations can vary; therefore,
information in this newsletter should only be considered when coordinated with individual
professional advice.

This newsletter is produced for the benefit of clients of The Northstar Group, Inc., an
investment advisor registered with the Securities and Exchange Commission. Comments and
opinions offered here are not solicitations to buy or sell any security. Furthermore, these
opinions are those of Northstar’s principals, Henry Asher and Linda Ray, and are not those of
Osaic Wealth, Inc.

Securities offered through Osaic Wealth, Inc., Member FINRA & SIPC. Advisory services
offered through The Northstar Group, Inc., a Registered Investment Advisor, which is
independent of Osaic Wealth, Inc.



