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 Please take a few minutes to review my latest quarterly newsletter.  I have broken it into 
sections to make it easier to locate what you might find interesting.  Feedback is always appreciated.  I 
am experimenting with only including summary excerpts from some of the letter components while 
having the full version online.  This keeps the letter shorter, while allowing people who are interested in 
more detail to still access that.  Let me know what you think. 

 
Business Update 

 The business has been continuing to grow, thanks largely to people telling others about me.  I 

am very grateful that others are seeing value in what I am doing and referring me.  At this point, I am a 

little past the halfway mark on my one hundred client goal.  I just raised my price for financial planning 

engagements to $3,000, and raised my minimum annual charge for investment management to $3,000 

as well.  Clients who have started working with me before the price increase will be grandfathered in at 

whatever terms were in effect when we started working together. 

 My part-time intern, Franko Jira, has moved on to full time work, and I am happy to have a new 

intern, Conner Bess.  I met Conner when he was child at Life Camp.  Now he is in his Junior year at Cal 

Poly, majoring in finance.  He will be helping with organization and research projects, and I hope to give 

him a taste of what being a wealth manager is.  I am excited both to have a smart and eager helper, and 

to be able to provide an opportunity for professional development for another student. 

 In September, Larson Patty joined the firm as a Financial Paraplanner.  Larson is passionate 

about business and finance and loves to help people solve problems and accomplish their goals.  After 

earning his Bachelor’s and Master’s degrees in Finance from Texas A&M (along with an Animal Science 

degree, for good measure) Larson has spent the last few years in banking, where he served business 

owners as a Commercial Banker.  He has completed the Certified Financial Planner curriculum, which is 

ten Master’s level courses.  He will be assisting me in serving clients, while helping to run the business 

and learning RIM’s financial planning process.  I am excited at this big step forward in the firm. 

 Larson and I are working on adding more useful videos to our website.  Check out what we have 

so far: https://rothmaninvest.com/resources/category/videos.  Check back from time to time to see 

what we have added.  If you have suggested for topics we should cover, please let us know. 

 

Personal Update 

 The summer is always busy for me, as I prepare for and run Life Camp -  the weeklong, 

overnight, summer Bible camps that I direct.  Last year we had to cancel, due to COVID, so we were very 

excited about resuming this year, with some precautions.  Our high school camp was at a new location.  

https://rothmaninvest.com/resources/category/videos


Due to missing camp last year and learning a new site, we shortened the camp to three days and two 

nights.  It was a success, and we had fifteen teens who loved being back at camp.  The junior camp 

happened at its regular time and place.  Unfortunately, some of the school districts adjusted their 

calendars to start earlier.  One major district in our area started school during our camp.  Despite this 

setback, we had forty-three kids.  Staffing was challenging, but everything came together at the end, 

and we had a strong staff that was just the right size.  I got to speak for evening chapel four of the five 

nights and really enjoyed that.  Nour was Assistant Cook, and made sure we all ate well and ate plenty, 

as she is so gifted at doing.  It was very gratifying to be back at camp and to see the kids enjoy it so 

much.  Nour’s sister and brother-in-law visited after camp, so we got to show them around our county, 

as well as to explore Southern California. 

 

   

Nour and me at Sensoro Field of Lights, Paso Robles 

 

Nour and I are also doing what apparently everyone else is doing and making some 

improvements to our home.  We set out to start our backyard renovation two years ago, but faced many 

delays, such that the major work finally got started late Spring and is still ongoing.  This is a first for both 

of us, so it has been interesting, and at times, taxing.  We want our home to be a place where people 

can come together.  With our lovely California weather having a nice outdoor space makes a lot of 

sense. 

 Due to the busyness of life, with camp and the business consuming a lot of time, I skipped my 

last newsletter. 

 

  



Personal Improvement Project 

 Last quarter, my personal improvement project was to build more margin into my life.  I 

intended to take on a little less and give myself more time between meetings or tasks.  Unfortunately, I 

made no progress on this goal, and ended up just trying to tread water with Life Camp preparation, 

work still being very busy, and my yard project.  I will try again.  Fortunately, I was able to more or less 

keep up with onboarding new clients and planning and running two camps, and volunteering at a third.  

Some seasons, taking on a personal improvement project is especially difficult and survival mode 

becomes necessary. 

 

Economic and Valuation Update 

The full update is available here: 
 https://rothmaninvest.com/resources/rim-3q-2021-economic-and-valuation-update-and-outlook  
 
 The direction of the economy is unclear.  It could be starting to falter, or recent weakness could 

be just noise that will be contradicted with the next data points.  There is no strong trend yet.  COVID 

seems to finally be running its course, but its impact remains uncertain.  There are millions of unfilled 

positions that could boost the economy if people decide to take the jobs.  There is also the threat of 

inflation, with the possibility of interest rate increases.   

 While predicting the direction of the economy looks hard here, analysts are clearly optimistic 

about corporate earnings, foreseeing strong profit growth for the foreseeable future.  Investors are 

willing to place rich multiples on these rosy projections, driving the market to extremely high levels 

when using historical metrics (trailing EPS, book value, size of the economy, replacement cost, etc).  This 

market has been driven on easy money and speculation, but there are signs the speculative fervor is 

starting to cool.  The post-COVID rise in stock prices has been accompanied (driven?) by a steep rise in 

margin debt, which is the amount investors borrow within their brokerage accounts in order to buy 

stocks, options and funds.  This metric general peaks a little before stock prices.  It has declined slightly 

from its peak, which could be irrelevant noise, or the beginning of a correction. 

https://rothmaninvest.com/resources/rim-3q-2021-economic-and-valuation-update-and-outlook


 

Source: advisorperspectives.com 

“Buying the dip” has been a profitable strategy since 2009, so this slight decline could be 

ephemeral.  This strategy does not always work, however - sometimes the supposed dip is just the first 

part of a major plunge.  It is impossible to confidently predict when that will happen, but the conditions 

are in place.  Investors are wise to be cautious. 

 

Educational Summary  

The full article is available: https://rothmaninvest.com/resources/why-i-want-to-see-the-meme-stock-game-stop 

 
  

Why I Want to See the Meme Stock Game Stop  
Many new investors are purchasing stocks.  Generally, this would be a good thing, but these 

new investors appear to misunderstand what a stock is.  They are not really investors, in the true sense 
of the word, but speculators.  Rather than approaching the purchase as an investor buying a business, 
they seem to be acting as speculators purchasing a speculative vehicle for the purpose of selling it to 
someone else for more, or even in some cases, simply for the purpose of trying to manipulate the price 
further.  This has always been a part of the stock market.  What is troubling now is the scale of the 
speculation, the coordination of the speculators on seemingly arbitrary targets, and the way they are 
using a calculated approach to maximize their manipulative impact.  Stocks targeted by these investors 
are called “meme stocks” because they are promoted through online discussion boards and video sites, 
such as Reddit and TikTok.  Promotors are trying to make certain stocks “go viral.”  It is like betting on 
one’s favorite sports team, with the key difference that the bettors can (at least temporarily) affect the 
outcome if enough others join their side.  The goal seems to be to create a short squeeze by driving up 
the price of heavily shorted stocks to the point where the short-sellers are forced to cover, driving the 
price up further still.  It seems some of these stock price manipulators believe they have found a way to 
create wealth out of nothing, while others are on some sort of moral crusade to rid the world of short-

https://rothmaninvest.com/resources/why-i-want-to-see-the-meme-stock-game-stop


sellers whom they believe to be harming businesses.  (By the same logic, we could solve death by getting 
rid of morticians.)    

Two obvious examples stand out.  GameStop Corp. is a physical video game retailer.  As gaming 
moves to the freemium model or gets sold online, physical retailers suffer.  Over the last three years, 
GME has lost over $15 per share, and about $2 more in the first six months of this fiscal year.1  Could 
new management find a successful strategy to move the company out of its death spiral and make it 
profitable again?  Maybe.  But to what level?  I posit the $15 Billion market cap and roughly 3000% price 
appreciation in the stock is based not on a discounted cash flow analysis by sharp-eyed analysts, but by 
those who see equity investing as a game.  The second meme stock poster child is AMC Entertainment 
Holdings (AMC).  AMC has been trying unsuccessfully to buck the trend of movie theater 
declines.  Streaming services, online videos, gaming, and big screen TVs present formidable challenges 
to the silver screen.  The first two quarters of 2021 have seen over $900 million more in losses.  Despite 
issuing over $2 billion of stock to the meme stock buyers, tangible book value has plunged 
to negative $5.6 billion.  In other words, the company is insolvent, and still burning cash at a rate of $1 
billion/year.  You would never know this by looking at the stock, however.  It will likely continue to issue 
shares to subsidize losses, rather than restructuring and adjusting capacity to demand.  

I see three major problems with this meme stock game, which I expect to end very poorly for 
those participating in the manipulation scheme, and to cause significant collateral damage.  

First, stock price manipulation, like all bubbles, results in the misalignment of capital by 
undermining the price-discovery mechanism.  Money that could flow to productive enterprises is 
instead diverted for non-economic reasons to poorly performing, dying, or already insolvent operations, 
extending their life and raising their paper value, but not necessarily changing their reality.    

A higher AMC price will not draw more people to the movies, or improve the return on 
investment in individual theaters.  A higher GME price may excite some new shareholders who will want 
to buy at GameStop, but it will not prevent the game developers from continuing the successful direct to 
consumer model.  Artificially inflating asset prices can only work temporarily.    

Second, the speculators will ultimately lose.  When people pay a price for something that is not 
supported by the economics, they can only profit as long as someone else comes along to pay a higher 
price.  This is called the greater fool theory.  At some point, the greatest fool has bought in and there is 
nobody left to sell to.  This reverses the cycle and the price falls back to what is warranted by the 
economics.  This cycle happens repeatedly, with each new generation of speculators thinking they’ve 
found a way to make money out of nothing.  Much wealth is destroyed, with the rest being transferred 
from the hopeful to the wise.  

Third, speculative frenzies that ignore reality and focus on perception undermine the system for 
those who want to play by the normal rules.  Short-sellers are harmed when their thesis is right but a 
well-organized manipulation attack on some of their positions causes them to lose money.  Index 
investors are harmed when they buy a passive index, unwittingly taking large positions in stocks with 
inflated prices devoid of any connection to reality.  Market makers are harmed when the options they 
sell are manipulated.  Eventually, nearly everyone will be harmed by the crash that inevitably follows a 
bubble.  Bubbles and busts undermine faith in the system and harm investors in all cases, but especially 
when prices are intentionally manipulated.  This is why there are laws against stock price collusion.  To 
entice investors to risk their money in the system, the game needs to be fair.  

When speculators are dominating prices and people are using the markets as a get rich quick 
scheme rather than an ownership in productive businesses and assets, the good times end in tears.  This 
is why I want to see the meme stock game stop.  
  

 
1 Company financials and stock price data are from www.finance.yahoo.com.  

http://www.finance.yahoo.com/


   
Book Review: Your Complete Guide to Factor-Based Investing 

The full book review is here:  

https://rothmaninvest.com/resources/book-review-your-

complete-guide-to-factor-based-investing-the-way-smart-

money-invests-today  

This is an excellent book, exploring each of the factors 

and evaluating them according to the factor tests.  It looks at 

both behavioral-based explanations as well as risk-based 

explanations for the factors working.  The conclusion is the 

factors generally work due to both behavioral and risk-based 

reasons, but taking on risk should not dissuade an investor 

from exposure to a factor.  Since the risks are compensated, 

they provide more sources of return and thus more 

diversification.  I do have a couple of quibbles with the book.  

First, the factor premia are calculated on a long-short 

portfolio, where stocks (or bonds) with the highest factor 

exposure are held and securities with the lowest factor 

exposure are shorted.  This makes sense from an academic 

perspective, but is not always investable by average investors, 

who mostly do not short.  A factor could look very good because of the negative exposure to the worst 

stocks.  Second, a greater focus on the interaction of factors would have been helpful.  This was touched 

on, but deserves more focus.  For instance, while the small cap factor in general is fairly weak, when 

combined with value, it gets stronger.  Quality has worked on average, because investors have 

underappreciated the persistence of quality on average.  Glamor stocks, however, are often quality 

stocks with valuations that overestimate the persistence of quality.  The quality factor may be much 

stronger when paired with value.  Finally, I take issue with market beta as a factor in the same sense the 

other criteria are factors.  While the market risk premium is well established (stocks earn more than 

bonds), higher beta stocks do not necessarily outperform low beta stocks in a linear manner, as they 

would if market beta worked like the other factors.  This is the basis of the Capital Asset Pricing Model 

(CAPM), but it has not played out empirically.  These are minor issues.  The book shows why investors 

should carefully consider including factor exposure in their portfolios.  Even if factors are risk-based, 

rather than the results of wrong investor behavior, investors can benefit by diversifying through 

exposure to different, uncorrelated risk factors. 
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Disclaimers: 

The views expressed are the views of Jacob Rothman on behalf of Rothman Investment Management, LLC through the period ending September 

30, 2021 unless otherwise specifically indicated and are subject to change at any time based on market and other conditions. No client or 

prospective client should assume that any such discussion serves as a substitute for personalized advice from Rothman Investment Management, 

LLC.   
 
The information herein should not be considered a recommendation to purchase or sell any particular security. The securities and strategies 

discussed herein are meant to be examples of Rothman Investment Management investment approach but do not represent an entire portfolio or 

the performance of a Fund or Strategy and in aggregate may only represent only a small percentage of the portfolio holdings. It should not be 

assumed that any of the securities discussed herein were or will prove to be profitable, or that the investment recommendations or decisions made 

by Rothman Investment Management in the future will be profitable.  Further, nothing in this letter should be taken as financial advice. 
  
The benchmark for US Large Capitalization stocks is the S&P 500, a market capitalization weighted index containing the 500 most widely held 

companies.   

 

Past performance is not indicative of future results. Therefore, no current or prospective client should assume that future performance of any 

specific investment, investment strategy or product made reference to directly or indirectly in this letter or indirectly via a link to an unaffiliated 

third party web site, will be profitable or equal the corresponding indicated performance levels. Different types of investments involve varying 

degrees of risk, and there can be no assurance that any specific investment will either be suitable or profitable for a client or prospective client’s 

investment portfolio. Historical results for investment indices and/or categories generally may not reflect the deduction of transaction and/or 

custodial charges, nor the deduction of an investment management fee, the incurrence of which would have the effect of decreasing historical 

results.  

 

 

 


