May 2023 - Closing Thoughts

I’'ve been on eight TDYs in the last six months on three continents. Will write occasional focus
pieces on places like the trip to Istanbul in the future. Two other recent trips have been to
Ethiopia and then Brussels for Finland joining NATO in early April.

| didn’t enjoy Ethiopia and | loved it in 2017. Got sick twice from the food, even being careful,
second time with an intestinal parasite, and finished last five days on only protein bars.

Nothing like being sick for three weeks to make you appreciate being healthy.

Was still sick on the trip to Brussels a week after Africa. Finally kicked it with Vs on the back porch
from the girlfriend who is a nurse and five days of antibiotics back stateside.

Dating a nurse is probably the best decision I've made all year.

Ethiopia has changed in the five years since I've been there. In 2017 took a ride on a puddle
jumper up to Lalibela to see the churches and loved it.

That area had fierce fighting in the civil war. Priests were able to convince both sides not to fight
around the UNESCO site, so the churches survived, but Americans | talked to in country hadn’t
even been back up there yet.

It was sad, people already had nothing in Ethiopia, now they have less after the fighting, more
poverty, more crime, more tribal hard feelings, and the anti-western sentiment is noticeable now
where there was zero in 2017.

Large “CHINA AID” building at the Africa Union HQ now. Not sure if China and Russia have
anything to do with driving anti-western sentiment through social media slogans which were
prevalent there, but at the very least they are not letting a crisis go to waste in Africa.

Ethiopian media showed the US as the oppressor trying to impose sanctions and Russia and China
as the good guys there. One of the cartoons | saw in a local paper had the US being carried out
of UN by two arms, one with the Russian flag on it, the other with the Chinese as the US tried to
shout sanctions on Ethiopia.

This anti-western sentiment isn’t just in Ethiopia. A buddy in the Central African Republic was
driving a route in Central African Republic several months ago and had a run in with Wagner in
the jungle guarding a base they had built.

Didn’t get out much in Brussels since | was still sick from Ethiopia so no recommendations for
restaurants this time like Istanbul but the chocolate is amazing in Brussels, brought some back
for the girlfriend from a chocolatier who has been at since the 1850s. This is the city for chocolate.



On the work front, everyone seemed to think Finland joining NATO was a great idea.

| have serious reservations about the wisdom of removing geographical safeties our forefathers
went to great pains to keep in place between great powers.

It is like no one knows history. The entire reason Switzerland exists today as a neutral state was
because it started as a physically neutral state to separate the French and Austrian empires after

they fought wars that ravaged both sides. Switzerland didn’t just happen.

Same way as the shape of Afghanistan didn’t just happen. That funny shaped handle on it
separated what was at the time the Russian Empire from the British Empire.

Great powers used to not want to share a common border to minimize misunderstandings
becoming great wars.

What prior generations did to ensure geographical safeties were in place against this risk, are
now being demolished by people who have never seen war for political points.

As | was editing this before sending it out, a friend | knew from Afghanistan sent this to me. My
view is common among my friends who were overseas.

| found myself either agreeing with or seeing the clear logic in everything Colonel Macgregor said.

https://www.youtube.com/watch?v=Nk-WfmY5aNA

All of this reinforces my investing plan of a global portfolio with concentric rings of security built
around my life so no one thing can wipe me out.

| didn’t get to the killing fields of Flanders when | was in Belgium, but seeing the country, thinking
about one of Edelweiss’s participations being based out of there, Lotus Bakeries, made me
wonder about what investment returns looked like through the world wars.

Finally found some data on it after searching. Tables below show global average returns including
World War | and Il from a paper written by the Federal Reserve Bank of San Francisco titled the

Return of Everything 1870-2015.

https://www.frbsf.org/economic-research/wp-content/uploads/sites/4/wp2017-25.pdf

If concentrated in a particular country or region | can be wiped out, someone concentrated in
commercial real estate in Dresden, a beautiful city in 1935, was destitute if alive ten years later.



Investing for the long term with a global portfolio, even with both world wars, despite what must
have been like living through the end of the world twice in one century, averaged 7% returns on
equities and real estate for 145 years.

Being back at work and traveling, where | have a front row seat to events shaping our world is
interesting, but the edge isn’t in trying to predict the future.

The edge is realizing there isn’t any smart money in the room.

They are removing safeties put in place by previous generations who had firsthand knowledge of
the suffering involved when industrialized nations go to war and went to great pains to keep it
from ever happening again.

To use this edge, | have to be globally diversified and ignore ignorant people who haven’t seen
what | have seen telling me | am worrying about nothing, or the siren song of the US government

telling me I’'m giving up tax advantages not keeping all my assets in my home jurisdiction.

Concentrate in one jurisdiction and invite catastrophe, diversify jurisdictions and you get 7% for
a century and a half, maybe more if you can make chaos equal cash when given an opportunity.

This won’t be enough of an edge for 99% of people, requires too much work and thinking for
yourself, which makes it a perfect edge for me to exploit.

Table A.3: Real returns on risky assets during world wars

Country World War 1 World War 2
Equity Housing Equity Housing

Australia 0.20 1.22 4.86 4.12

Belgium -3.75 -5.84 3.12 8.69

Denmark 4.98 4.35 2.85 11.75

Finland 4.68 0.55 -9.79

France -12.48 -9.37 -4.05 -1.51

Germany -12.37 -26.53 3.82

Italy -6.11

Japan 15.88

Netherlands -0.20 5.07 5.71 9.10

Norway 3.88 -1.38 0.62 2.54

Portugal -3.99 3.96

Spain -5.77 -0.71 -0.73 -4.56

Sweden -15.72 -3.93 5.56 7.89

Switzerland -11.19 -4.46 1.32 3.08

UK -4.04 -0.73 4.56

USA 0.96 0.06 4.90 8.47

Average, unweighted -3.03 -1.84 2.65 3.86

Average, weighted -3.26 -2.02 5.39 6.89

Note: Average annual real returns. We include one year from the immediate aftermath of the war, such that
World war 1 covers years 1914—1919, and World War 2 — 1939—1946. Period coverage differs across and
within countries. We exclude World War 2 periods for Italy and Japan because of hyperinflation. The average,
unweighted and average, weighted figures are respectively the unweighted and real-GDP-weighted arithmetic
averages of individual country returns.



Table A.1: Returns using longest possible sample for each asset

Country Bills Bonds Equity Housing
Australia 2.02 2.17 8.41 6.37
Belgium 1.62 3.01 5.89 7.89
Denmark 2.98 3.59 7.22 8.22
Finland 0.64 3.22 9.37 9.58
France -0.47 0.83 3.25 6.38
Germany 1.49 3.12 8.62 7.82
Italy 1.20 2.11 6.13 4.77
Japan 0.63 2.54 9.69 6.54
Netherlands 1.37 2.71 7.09 7.22
Norway 1.10 2.55 5.95 8.33
Portugal -0.01 2.76 3.98 6.31
Spain 0.70 1.34 5.41 5.21
Sweden 1.77 3.25 7.96 8.30
Switzerland 1.64 2.41 6.70 5.63
UK 1.16 2.29 7.10 5.36
USA 2.17 2.79 8.34 6.03
Average, unweighted 1.17 2.61 6.99 7.17
Average, weighted 1.32 2.46 7.36 6.66

Note: Average annual real returns. Longest possible sample used for each asset class, i.e. returns are not
consistent across assets or within countries. The average, unweighted and average, weighted figures are
respectively the unweighted and real-GDP-weighted arithmetic averages of individual country returns.

This data also makes me wonder if the average return for almost 150 years is 7%, if Fed keeps
hiking rates and mortgage rates continue higher, at what point will people say I'd rather pay off
my mortgage for a guaranteed savings versus continue to invest and take risk in the market?

Especially when | think about this chart showing for the average investor over the last 20 years,
they aren’t doing that well with their investments. Would be interesting if Fed makes millennials
into savers in their prime earning years just as all the boomers are retiring and not spending too.
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2 SOURCES: JPMorgan Asset Management, Barclays, FactSet, S&F, Dalbar. 60/40 and 40/60 refer to stock (S&P 500) / bond
(investment-grade U.S.) mix.

It's food for thought the next time Y2K, the housing bubble, Brexit, the election of Trump or (insert favorite
“crisis”) gives you itchy trigger finger.



When measured using purchasing power parity (a method of equalizing the purchasing power

of different currencies; see appendix for detailed definition), India already boasts the globe’s third-

largest economy - and, per OECD projections, is on track to eclipse U.S. GDP within a generation.

India vs. Japan, Germany, U.K., France GDP*, 1990-2027

Source: IMF *Nominal US $trillions
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I've talked about this in the discord before, and when traveling to emerging or frontier markets,
have noted when people get a better paying job, they immediately upgrade their cell phone,
food, and clothing. Just about in that order. | know dudes who only have one pair of shoes, and
their prize possession is their cell phone. | don’t have an edge at investing in these markets but
don’t think | need to, I’'m sure Apple and Tencent will get a piece of the pie and that’s all | need.

GDP growth* in the world's 30 largest economies, 2023-2027E

Sources: IMF, World Bank *Projected average annual growth in real (inflation-adjusted) GDP
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Long Equity posted the below graphic on twitter a bit ago, a list of the world’s highest quality

compounders as | was reading his website (below) and thinking about reading his book.

https://longeq.com/wp-content/uploads/2022/07/Long-Equity-Pitchbook.pdf
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The Fall of the Mighty British Empire

British Pound’s Share of Global Reserve Currencies
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| need to read more on the British pound, the Suez Crisis, etc. | was looking at these charts, and
thinking about something Luke Gromen said on a recent episode with Grant Williams where most
arguments we see are of the US dollar is being replaced as world reserve currency is an either/or
argument of yes it is/no its not and not productive. The British pound has been around a long
time, it is still around, even if not the same as it was during the glory years of the British Empire.
Interestingly, its peak share of global reserve currency was after it was replaced in Bretton Woods
by the US dollar. For me, the best thing to do is have a mix of inside and outside money, so no
matter what happens in the future am fine. Saves a lot of time to better spend on other pursuits.
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That’s it for this month. This one turned out pretty long, we’ll see how they go, there’s no set
length, basically just going over investment, lifestyle, and any thoughts from the month.

I'll likely shorten the investment update section to changes and if no changes, will just say it is
the same since May 2023 so people can reference it later. If you have any feedback on this, | want
to hear it. Hit reply and let me know. Hope everyone’s summer is off to a great start. Get outside
and enjoy it.

See you out there, Radigan
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My favorite summer activity, going to the beach with the gf in the middle of the week while
everyone else is at work, highly recommend it.



