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THERE IS A GOLF INSTRUCTIONAL video on the internet that has been watched 
over 500,000 times.

Here is a transcript of a key section:

I try to flat load my feet, so I can snap load my power package. That way I can 
amplify both lag and drag pressure through impact fix. As long as my number two 
power accumulator doesn’t break down, I can reach maximum centripetal force with 
minimum pivotal resistance.

Got it?

[Spoiler: You are not supposed to. It’s a joke.]

 

https://www.youtube.com/watch?v=qQVFhqAKcMg
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***

I’ve been playing golf for over 40 years, always searching for ways to improve. At 
some point I probably even tried to flat load my feet and reduce pivotal resistance, 
whatever that means. In the context of really, really wanting to hit the ball longer and 
straighter, almost any tip can seem worth a shot.

To avoid misguided advice, there is a simple meta-rule that I developed and live by: 
When I hear a tip, the first thing I do is look to see if it’s consistent with the swings of 
all—or nearly all—great players.

You’d be amazed how many tips I eliminate, or at least consider with caution, based 
on this approach.

It turns out this meta-rule also works well for portfolio construction. More on that 
later.

Here are some examples from my golf journey:

1.	Instructor to me: “I’d like to see you bow your left wrist at the top of the swing, 
like Jon Rahm and Dustin Johnson. It will help you shallow out the club on the 
downswing.”

Me: “But what about Ben Hogan and Nick Faldo? They played with cupped wrists 
at the top, won 15 major championships, and didn’t seem to have too much 
trouble shallowing the club on the downswing.”
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Bottom line: I find that bowing my left wrist at the top shortens my backswing, 
robbing me of power and timing. So I don’t do it, at least not on purpose.

2.	Famous instructor David Leadbetter, for years: “Hinge your wrists as early as  
you can!”

Me: “I hinge quite late, which is probably not ideal, but look at Tiger Woods and 
Jack Nicklaus. They hinge very late as well.”
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Bottom line: I think Leadbetter has a point that earlier hinge makes it easier to 
time the transition at the top, and most pros do hinge earlier, but given the Woods 
and Nicklaus examples I don’t think it’s a top priority.

I could probably write up 100 more examples, but you get the point.

***

The good news is there are a few things that nearly all great golfers do. And the 
same is true of consistently great portfolios.

Here are images of great golfers at impact. Notice a pattern? They all have their hips 
open relative to both the target line and relative to their shoulders, and they all have 
their trail (right) arm at least somewhat bent at impact. Also, the height of their right 
elbow is very close to their belt line. Copy this and a lot of other things will fall into 
place (caution: it’s harder than it looks).

***
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Is there a portfolio equivalent of “open hips, bent right arm?”

I think there is.

The champions of endowment investing for the last ten years have been MIT, Yale, 
Brown, Princeton, and Dartmouth, with annual returns ranging from 10.8% to 
11.5%. When I look at what they do, here is what I see in their asset allocation:

The very best endowments congregate pretty closely around 71% of their assets 
invested in “Alternatives.” Perhaps that is not a large enough sample, so let’s look at 
more data.

It turns out that endowments that are larger than $1 billion in assets have 
substantially outperformed endowments that are smaller for quite a long time:
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And do you know what else large endowments do? They invest a lot more in 
alternatives:

For an insightful analysis of why large endowments outperform, take a look at 
the paper How Does Human Capital Affect Investing? Evidence from University 
Endowments by Matteo Binfare, Gregory Brown, Robert Harris, and Christian 
Lundblad. This paper is the source of the graphs above. Among the conclusions: 
larger endowments have stronger leaderships and greater resources, which provide 
a better understanding of the benefits of alternative assets, as well as access to 
higher-quality managers. The result is that larger endowments make larger, better-
selected allocations to alternative assets.

***

In golf, disproven adages like “keep your head down” and “grip the club like you are 
holding an open tube of toothpaste” have largely been relegated to the dustbin.

In investing, there is a similar adage that is past its prime, and it was summarized 
by none other than Warren Buffett in his 2016 annual letter: “Both large and small 
investors should stick with low-cost index funds.”

With all due respect, this advice is not appropriate for large investors.

As documented in the press at the time, David Swensen and the Yale Endowment 
took issue with Buffett’s statement and pointed out that Yale’s total return for the 
20 years ending 6/30/17 (12.1% per year) and the return of its absolute return 

https://academic.oup.com/rof/article-abstract/27/1/143/6550064?redirectedFrom=fulltext&login=false
https://academic.oup.com/rof/article-abstract/27/1/143/6550064?redirectedFrom=fulltext&login=false
https://www.institutionalinvestor.com/article/2bsxi84jaujj6gmyc61a8/corner-office/we-crush-stock-indexes-yale-claims
https://static1.squarespace.com/static/55db7b87e4b0dca22fba2438/t/5ac5890e758d4611a98edd15/1522895146491/Yale_Endowment_17.pdf
https://static1.squarespace.com/static/55db7b87e4b0dca22fba2438/t/5ac5890e758d4611a98edd15/1522895146491/Yale_Endowment_17.pdf
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portfolio in the same period (8.9% per year) exceeded the performance of the S&P 
500 (7.2% per year). 

Yale’s conclusion: If you have the resources and access to great managers, active 
investing offers higher returns than passive investing.

But I think the Yale response sells the story short, because it’s not just about higher 
returns. It’s also about minimizing stress and ulcers. S&P 500 investors saw a 25% 
peak-to-trough drop in 2022, a 34% drop in 2020, and a 19% drop in 2018. 
Stress may not actually cause ulcers, but it does cause poor decision-making. 

As case studies, let’s look at two of the worst performing large endowments of 
the last 10 years ending 6/30/23, University of Wisconsin-Madison (“UW”) and 
University of Utah (“Utah”).

What do they have in common? They both had large allocations to public equities 
in 2013. Based on this positioning, they should have had strong 2013-2023 
performance, since the S&P 500 had one of its best 10-year runs in history (up 
12.8% per year).

Yet they both performed poorly. UW, which held on to its public equities throughout 
the period, returned 6.9% per year, while Utah, which launched a strategy shift in 
2015, returned 6.0% per year.

What went wrong? The disclosure is far from perfect, but here’s what it looks like to 
my eye:

1. 	Almost certainly true: The endowment managers who built the 2013 portfolios 
recognized that there was a limit to how much they could responsibly invest 
in U.S. equities, so they “rounded out” their public securities portfolios with 
allocations to fixed income (16% in UW’s case, 29% in Utah’s case) and non-
U.S. equities, which diluted performance. Note that while the S&P 500 returned 
12.8% per year from 6/2013 to 6/2023, the MSCI World Index ex-U.S. (EAFE) 
returned 6% per year and the MSCI Emerging Markets Index (MXEF) returned 
3% per year.

2.	Perhaps true: Negative volatility and underperformance relative to peers may 
have created pressure on leadership teams to act, and that pressure may have 
resulted in poor decisions at important turning points. Utah, for example, adopted 
an unorthodox new investment strategy in 2015 following several years of 
acute underperformance relative to other endowments. The new strategy was 
announced during a selloff in global equities in which the EAFE Index fell 25% 
from peak-to-trough. The changes didn’t help. As of this writing, Utah’s 5-year 
returns through 6/2023 (6% per year) put it in last place on the Pensions & 
Investments Endowment Returns Tracker. 

 ***

https://static1.squarespace.com/static/55db7b87e4b0dca22fba2438/t/5ac5890e758d4611a98edd15/1522895146491/Yale_Endowment_17.pdf
https://portfoliocharts.com/2017/11/01/the-ulcer-index-is-a-helpful-way-to-quantify-portfolio-pain/
https://regulations.utah.edu/administration/guidelines_3/EndowmentPoolInvestmentImplementationStrategy.pdf
https://regulations.utah.edu/administration/guidelines_3/EndowmentPoolInvestmentImplementationStrategy.pdf
https://www.pionline.com/section/endowments
https://www.pionline.com/section/endowments
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Whenever someone with a large portfolio asks me—and they often do—”why don’t I 
just put all of my money in ETFs?”, I think of the factors above and respond:

1.	Are you prepared to concentrate 100% of your portfolio in U.S. equities? The 
U.S. may offer the best investment opportunities, but it has idiosyncratic risks 
that push most prudent investors to diversify geographically and perhaps include 
fixed income. If history is any guide, these additions will reduce your expected 
returns without insulating you from substantial downside volatility.

2.	Unless you have the rare iron will to ride out large drawdowns (and do you know 
that upfront? did you ride through the S&P 500’s 55% peak-to-trough drop 
from 2007 to 2009?) you will likely make mistakes along the way. Most people 
do, as documented by research firm Dalbar and presented visually by Horizon 
Investments:

3.	If you are a large investor, you don’t need the aggravation! A substantial allocation 
to alternatives mutes volatility via short positions and non-correlated private 
investing that is not available on public markets, all while delivering higher returns 
over long periods of time. Avoid the stress and do what the greats do: “open hips, 
bent right arm.”

https://x.com/ianbremmer/status/1747307171778339076
https://www.dalbar.com/
https://www.horizoninvestments.com/many-investors-tried-to-trade-the-pandemic-plunge-in-stocks/
https://www.horizoninvestments.com/many-investors-tried-to-trade-the-pandemic-plunge-in-stocks/
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NEWSLETTER
From Star to Founder
Insights from partnering with exceptional investment managers as they 
launch and build new firms

Published by Adam Shapiro
Managing Partner @ East Rock Capital, LLC | Generational Wealth Manager

Golf is all about reinforcing good habits, so here is one last reinforcement. The great 
Byron Nelson. If I’ve piqued your interest in golf at all, read about him in The Match: 
The Day the Game of Golf Changed Forever. Just like Joe DiMaggio’s 56-game 
hitting streak, his 11-tournament winning streak will never be matched. And his 
impact position is about as good as it gets. Consider it a model for your portfolio.

https://www.linkedin.com/newsletters/from-star-to-founder-6988296694723452928/
https://www.linkedin.com/newsletters/from-star-to-founder-6988296694723452928/
https://www.linkedin.com/newsletters/from-star-to-founder-6988296694723452928/
https://www.linkedin.com/newsletters/from-star-to-founder-6988296694723452928/
https://www.linkedin.com/in/adam-shapiro-4625975/
https://www.linkedin.com/in/adam-shapiro-4625975/
https://www.amazon.com/Match-Game-Golf-Changed-Forever/dp/1401309615
https://www.amazon.com/Match-Game-Golf-Changed-Forever/dp/1401309615
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