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MANAGED INVESTMENT MODEL

John Adams Global (JAG)
Portfolio

OBJECTIVE

To produce superior risk-adjusted
returns over a full business cycle,
and to offer valuable diversification
benefits as a portion of a client’s
overall portfolio.

Investment Strategy
The JAG strategy is an actively managed portfolio of international and domestic stocks under
the direction of our Portfolio Manger, Jon Dudzinski, CFA® based on the “Cigar Butt Investing”
methodology and studies conducted over the past 50 years.

METHODOLOGY
The JAG portfolio utilizes the “Cigar Butt Investing” method. The method, originally
developed by Warren Buffett, essentially involves buying two types of stocks:
•
•

Companies that have valuable assets not properly reflected in their share prices
Businesses that earn exceptional rates of return on invested capital but are priced
like ordinary (or worse) companies

There have been over 20 studies conducted over the past 50 years, included one
by Jon Dudzinski CFA®, that have demonstrated this approach has the potential to
outperform the market. The stocks identified by these quantitative screening tools
are then subjected to in-depth qualitative analysis centered around the Porter’s Five
Forces framework originally developed at Harvard Business School.

Suitability and Best Interest
RISK MEASURE

PORTFOLIO STRUCTURE

This portfolio is measured on the Sortino
Ratio. This ratio compares returns against
the incidence and magnitude of negative
returns.

This portfolio has accounts managed
separately. It is open to both retirement
and non-retirement accounts.

INVESTMENT AMOUNT

LIQUIDITY

This portfolio investment has a target
size of $50,000 or greater.

This portfolio has no lockup periods;
money can be withdrawn at any time.

Risk Management
Like all investments, this portfolio carries risk outlined below:
PERFORMANCE
EXPECTATIONS
While Buffett’s Cigar Butt strategy has been shown to
outperform the market for decades it did not do so consistently.
In fact, it produced almost as many underperforming years as
outperforming years and had periods of underperformance that
stretched on for over five years. While we have no expectation
of consistent outperformance, we are confident this strategy
can outperform over a full business cycle and provide valuable
diversification benefits for a clients’ overall portfolio.

“NICHE” STRATEGY
Over 20 studies have concluded that Buffett’s Cigar Butt
Strategy has the potential to outperform the market. These
studies have also concluded that the stocks that meet the strict
investment criteria are too small and too illiquid to be a practical
strategy for large institutional investors. This “catch” means that
only a highly skilled portfolio manager who is managing less than
approximately $300 Million can effectively execute the strategy.
At Mersberger Financial Group, Jon Dudzinski CFA® offers their
clients this goldilocks scenario.

VALUABLE DIVERSIFIER
Due to the atypical holdings within the strategy, JAG is expected
to have a low correlation with a client’s overall portfolio. By
doing well when the rest of the portfolio is not, and vice versa,
the strategy should reduce the volatility of a client’s aggregate
returns.
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