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Last week’s “Behind the Markets” podcast—with my co-host, Wesley Gray, the CEO of Alpha Architect—featured a great
discussion with Michael Batnick. He’s the director of research at Ritholtz Wealth Management, a New York-based
registered investment advisor that is approaching $1 billion in assets under management.

 

Batnick started his career in the insurance business right after the financial crisis, but he found his “north star” in the
writings of Josh Brown and his blog, The Reformed Broker. All the abuses and misaligned incentives that Brown was
writing about, Batnick saw every day.

 

Batnick and his team at Ritholtz are passionate writers of their version of the truth—a phrase Batnick kept coming back to
—and they communicate tirelessly their truth on various blogs, social media and podcasts. The Ritholtz team is truly a
social media phenomenon and powerhouse.

 

We discussed the following:

 

Journaling as Learning Mechanism: Batnick tried a career as a trader, and he started a journal, writing down
daily his trades, P&L and motivations for the trades. This was a dramatic eye-opener and spurred very quick
learning. Batnick believes the process of writing down your thoughts makes it impossible to delude yourself for
long. It’s useful for all of us to reflect on how we can improve ourselves with a feedback mechanism like journaling.
Blogs and other kinds of writing are additional ways to keep yourself honest in your views.

 A Team Process:  While the Ritholtz team is a marketing machine—marketing the truth as they see it—they work
with only those people who see the world the same way they do.  All of the additional team members the firm has
added—financial advisors, planners, estate planners, the insurance team—have bought into the Ritholtz investment
process and view of the world for managing portfolios and client experiences.

Coming Full Circle on Insurance: Batnick started his career in insurance and was initially skeptical about the
prospects of bringing in a team that was forced out of an insurance company. But the Ritholtz team’s recent
additions and the office in Chicago brought capabilities that the firm wasn’t able to consult on previously. Batnick
buys term insurance and told a story about his wife’s father—who passed away without insurance, leaving the
family very unprepared—so the topic hits close to home for him.

Less Room for Error: We talked about Batnick’s long-term trend model and why he believes it is important to
help keep clients invested over longer-term cycles but also whether valuation and high CAPE ratios should be
incorporated into a more dynamic asset allocation process. Batnick discussed how today’s low expected return
scenarios give investors much less room for error and help you focus on what you can control—this is why many are
choosing lower-fee approaches and moving away from old-school active management.
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Investing Is Really Hard: A continuing theme of Batnick’s writing is how hard investing is, even for the greatest
investors of all time—they became the greatest by learning from their biggest mistakes. Batnick has a book coming
out in the next few months and, unlike many that focus on success stories, this inverts the process and looks at
failures. You can pre-order today on Amazon: Big Mistakes: The Best Investors and Their Worst Investments. I am
looking forward to this one.

West Coast EBI: In addition to all the blogging, tweeting and podcasting, the Ritholtz crew also partnered with
IMN to host West Coast and East Coast versions of the Evidence-Based Investing Conference. The upcoming
conference in Dana Point, California, June 24–26, is stacked with speakers, but Batnick’s favorite part is just getting
to spend time with all the people who come. I hope to see you there!

 

The conversation touched on all these topics and much more. Listen to the full podcast with Michael Batnick below.

 

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Cyclically Adjusted Price to Earnings (CAPE) Ratio  : a valuation measure of the S&P 500 Index that is adjusted for
inflation and takes into account cyclical fluctuations in market earnings relative to longer term averages.

Active manager  : Portfolio managers who run funds that attempt to outperform the market by selecting those securities
they believe to be the best.
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