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Dear Clients, 
 
Tandem is committed to the 
preservation of your wealth 
by minimizing risk while add-
ing value through consistent 
and superior investment per-
formance over time. This 
issue of The TANDEM Re-
port provides a summary of 
our views pertaining to the 
investment landscape and 
subjects that influence our 
decision making. More infor-
mation about our  firm, in-
cluding our investment style 
and process, is available at 
www.tandemadvisors.com or 
upon request. We hope you 
find this report useful. 
 
Respectfully, 
John B. Carew 
President & Founder 

In This Issue 

Market Commentary:  The 
Market Marches Onward and 
Upward 

1 

Commentary: Sometimes Anal-
ogies are Just Easier to Under-
stand 

1 

A Reminder About Cash as an 
Asset in Your Portfolio 4 

5 Year Annualized 
Dividend Growth for 
Tandem’s Holdings 

5 

Market Report Card 6 

Tandem News 5 

All performance figures, charts and 
graphs contained in this report are de-
rived from publicly available sources 
believed to be reliable. Tandem makes 
no representation as to the accuracy of 
these numbers, nor should they be 
construed as any representation of past 
or future performance. 

Commentary 
 

Sometimes Analogies are Just Easier to Understand 

Market Commentary 
 

The Market Marches Onward and Upward 

I magine that I have successfully 
persuaded you to manage my 
money. Specifically, I have con-

vinced you to construct a portfolio for 
me of residential real estate located 
exclusively within your home town. 
You no doubt have a decent under-
standing of residential real estate, and 
likely some pretty strong opinions 
about the local market as well. No 
matter. You have agreed, and so you 
proceed. 

There is no way for you to easily or 
immediately replicate the “market”. 
There is no ETF or fund you can put 
my money into in order to satisfy my 
demands. Instead, you must construct 
this portfolio thoughtfully, one property 
at a time. 
 
You will employ your own criteria to 
identify properties worth owning, and 
you will seek out those that meet your 

(Continued on page 2) 

T he U.S. stock market continued 
its relentless move higher. Hav-
ing posted its best 12 month re-

turn in more than 30 years last quarter 
(56.36%), the S&P 500 Total Return 
Index cooled off only slightly, record-
ing a 40.33% return for the 12 months 
ended June 30. The 3– and 5-year 
returns are not approaching record 
levels yet, but they are at levels not 
seen since the market’s recovery from 
the financial crisis a decade or so ago. 
 
The S&P’s annualized 3-year return 
through June is 18.68%, and the annu-

alized 5-year return is 17.65%. Periods 
of outsized returns are rarely followed 
immediately by precipitous declines, 
but they are often followed by periods 
of more modest returns. Unusually ro-
bust market returns most often come 
at the expense of future returns, but 
only time will tell if that is to be the 
case this time. 
 
Despite volatile bond yields, soaring 
energy costs, fears of inflation, and 
supply chain issues that may have de-
railed less spectacular markets, stocks 

(Continued on page 4) 

“It requires a great deal of 
boldness and a great deal 
of caution to make a great 
fortune, and when you have 
it, it requires ten times as 
much skill to keep it.” 

 
 ~ Ralph Waldo Emerson 
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criteria at a price you think reasonable to pay. The 
day I hand you the money is certainly not the same 
day all properties will be identified and purchased. 
This will take time. 
 
If your local real estate market is a buyer’s market, 
your task might be easier. There will likely be plenty 
of opportunities to chose among. If, instead, your mar-
ket favors the seller, you must search more deliber-
ately to find properties for my portfolio. There are al-
ways bargains available. Sometimes, it simply requires 
greater effort and patience to identify them. 
 
The process takes however long it takes. It may even 
be the case that you don’t spend (invest) all the mon-
ey, because there just aren’t enough opportunities to 
use every dollar. And that is okay, because you con-
tinue to search for opportunities for the uninvested 
cash. Maybe you will find an unexpected bargain, and 
having the extra cash will be a blessing. 
 
After initial construction of the portfolio is complete, 
the process of actually managing this real estate port-
folio begins. Suppose someone offers you 3 times 
what you just paid for a property. This is obviously 
more than you consider the property’s fair value. You 
have been given a gift by an anxious purchaser. Since 
this is my money (remember), I beg you to accept this 
gift and sell the property! 
 
Are you selling because you have some other proper-
ty you want to buy? Or because you have a particular 
view of the market that informs you to sell? Not at all! 
You are selling this property because it is the right 
thing to do. 
 
And now you have more cash. You continue to search 
for properties that meet your criteria, whatever they 
may be, at prices you think are reasonable to pay.  
Suppose that while you are searching, zoning regula-
tions for one of your properties changes and a high-
way is to be constructed through the back yard. Un-
derstandably, this property needs to be sold as well. 
 
Again, are you selling because you have some other 
property you want to buy, or because you have a par-
ticular view of the market that informs you to sell? No. 
You are selling this property because it is the right 
thing to do. 
 
With the sale of the second property complete, you 
have even more cash than before. That is because 
there have been more properties to sell than there 
have been to buy. This will eventually change, and 
when it does, you will be well-positioned to take ad-
vantage of opportunities. You avoided the temptation 
to buy simply because you had cash, so now you 
have the ability to make the appropriate buys when 
they present themselves. This is sound management 

on your part. Congratulations, and thank you for treat-
ing my money this way. 
 
For whatever reason, most of us understand real es-
tate and can relate to this analogy. When it comes to 
stocks, the notion of diligence with patience seems 
less readily understood or accepted. 
 
Among the investing public, media and other observ-
ers, there seems to be some sort of mystique around 
“the market”. There is great excitement when “the 
market” goes up, and much handwringing when it 
goes down. And bizarrely, the more the market goes 
up, the less risk the public perceives. Similarly, during 
market declines, risk is perceived to be rising. 
 
At Tandem, we take a very different view. We will nev-
er invest your money simply for the sake of being in-
vested. Your money is not invested in “the market”. 
Much like the real estate analogy, we try to identify 
those businesses (instead of properties) that meet our 
criteria at prices we think are reasonable to pay. We 
are not attempting to replicate “the market”. We are 
attempting to make sound investments, one at a time, 
on your behalf. 
 
Unlike with real estate, we can sell some of what we 
own in a company without having to sell all of it. So 
when a company we own is trading at a price we think 
is unreasonably and unsustainably high, we take ad-
vantage of this gift and sell a piece of our holding, not 
all of it. Recall in the real estate portfolio someone 
offered 3 times what we paid for a property, so the 
property was sold. In your Tandem portfolio, we can 
use the same philosophy, yet still own that company, 
just in a smaller amount. 
 
We do not liquidate overvalued companies, but we do 
reduce our exposure to the risk of an overpriced se-
curity. And we do this not because we have another 
company to buy, or because we have a negative view 
of the market and want to hold more cash. We do this 
because it was the right thing to do for a particular 
company at a particular price. 
 
If a particular company ceases to meet our criteria, we 
will sell all of our holdings in that company. Whether 
we have something else to buy is not part of the deci-
sion-making process. We sell the company because it 
is the right thing to do, and we will redeploy the cash 
when opportunities present themselves, but not be-
fore. 
 
When real estate prices rise unrelentingly, most would
-be buyers rightly become skeptical. However, when 
stock prices rise unrelentingly, most want to partici-
pate more. If you doubt this, please check the data. 
Purchases of mutual funds and ETFs historically are 
greatest at or near market tops. Conversely, sales of 
mutual funds and ETFs are greatest at or near market 

(Continued from page 1) 
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bottoms. But in real estate this would be called a buy-
er’s market! 
 
Why do so many perceive less risk when stock prices 
are higher and greater risk as prices fall? I can’t say. 
But at Tandem, we believe that lower prices and high-
er prices both present opportunities. 
 
Lower prices, in our view, make for more compelling 
investments than do higher prices. Higher prices are 
often gifts to be taken advantage of by selling a par-
tial stake, while lower prices are a chance to put that 
money back to work. This is how to buy low and sell 
high. Too often investors actually do the reverse - buy 
when prices are high and sell when prices are low. 
 
Most investors tend to be trend aware. They try to 
identify the next big thing, or jump into whatever 
seems to be working now. But eventually trends re-
verse, and the investor must know when to move on. 
 
Tandem prefers to try to be opportunistic when the 
market misprices companies. We call this mean-
reversion investing. Mean-reversion is about math, not 
anticipation or guesswork. Rather than hoping to iden-
tify the next trend, we rely upon a simple statistical 
concept based on the notion that most of the time, 
stocks are fairly valued. And whenever they are not, 
there is a very high statistical probability that they will 
revert back to fair value eventually. 
 
In the short term, or sometimes even the medium 
term, this practice can seemingly put us at odds with 
the market. And that is okay, because those odds fa-
vor a reversion to a more normal valuation eventually. 
 
By allowing cash to accumulate when there are more 
things to sell than buy, we are setting up our portfolio 
to take advantage of the lower prices that often fol-
low. If you doubt this is so, allow me to remind you of 
last year. We began 2020 with a relatively high per-
centage of cash in the portfolio. Some questioned this 

tactic, but we explained this is what buying low and 
selling high looks like. There just hadn’t been any 
buying opportunities in a while, so we gave the ap-
pearance of just being sellers. Until March came and 
the steep price declines gave us numerous opportuni-
ties to put that cash to work. In fact, some of the same 
people that were concerned about the large amount 
of cash became concerned when the cash was large-
ly gone! Emotions are a tricky thing, no doubt. 
 
Imagine if we had acquiesced and not followed our 
discipline. We would not have had all the cash we had 
accumulated. Two things likely would have happened. 
 
First, the decline to the portfolio would have likely 
been much more severe. Not because cash stemmed 
losses, but rather because what we sold to accumu-
late cash was either overvalued or fundamentally 
flawed. These types of companies generally perform 
worse in a market downturn, so we reduced our ex-
posure to them. 
 
The second likely thing to happen would be that we 
would not have been able to take advantage of the 
market’s dramatic decline. If we didn’t have cash at 
our disposal, we would have asked you to send us 
more. Imagine that call. The market is down 34% in a 
month. Can you please send us more cash? 
 
In following this discipline, Tandem has historically 
been able to reduce risk in portfolios as prices rise, 
and we have added back to the portfolio when prices 
have fallen. Simply put, we may not go as high as the 
market, but we likely won’t go as low, either. A 
smoother, less volatile, more repeatable experience is 
what we seek to deliver, and we believe this is the 
best way to do it. 
 
When mean reversion is applied to the real estate 
market, everyone gets it. There are buyer’s markets 
and seller’s markets. When this discipline is applied to 
the stock market, it may seem less intuitive, but it is no 
less effective. Buying low and selling high always 
makes sense. 

(Continued from page 2) 

Commentary (continued) 

2,200

2,400

2,600

2,800

3,000

3,200

3,400

3,600

Dec-19 Jan-20 Feb-20 Mar-20

S&P 500



Market Commentary (Continued) 

Page 4 

surged for the 5th consecutive quarter. Growth once 
again outperformed value, after value enjoyed a brief 
moment last quarter. Clearly the investing public antic-
ipates the continuation of a very strong recovery. 
 
As the world reopens from COVID, just about every-
thing seems to be in demand. Travel is booming, lei-
sure and hospitality are nearly back to pre-COVID lev-
els, and the consumer is spending. People are ready 
to get out and enjoy themselves, clearly. About the 
only sector of the economy that has yet to experience 
this resurgence is business travel. As long as work-
from-home continues to be acceptable for business-
es, this sector will continue to be slow to recover. Yet 
hotels and airplanes seem to be full in spite of the ab-
sence of the customers they once valued most. 
 
There are things bubbling below the surface that 
need not be cause for concern yet, but certainly war-
rant monitoring. One such thing is the ever-growing 
presence of investment allocation models sponsored 
by large investment firms. To be sure, there is nothing 
inherently disturbing about an investment firm offering 
advice as to how to allocate your investment portfolio 
across asset classes. What could be troubling at some 
point, however, is the degree to which the investing 

public follows these models. If everyone owns the 
same thing, it could be difficult to get out or in when 
changes are recommended. If models ever suggest 
lessening exposure to stocks, it is not hard to envision 
a messy decline as everyone rushes to sell in order to 
stay in line with the model. 
 
This concern was highlighted in a recent Wall Street 
Journal article by Dawn Lim. She points out that mod-
els now control $4.8 Trillion in U.S. fund assets as of 
March 31st. This is up from $3 Trillion a year prior. That 
is a lot of money following models. If they all make 
similar recommendations, all that money will be mov-
ing in the same direction. That can be good news 
when the direction is higher, but could pose a chal-
lenge when the direction is lower. 
 
Also worth noting is the persistently low dividend 
yield. With interest rates near zero, dividends yields 
have understandably been low for some time now. It 
is worth noting that, historically, dividends account for 
approximately 1/3 of market returns. The S&P 500 
yields less than 2%, and has for some time. If this con-
tinues to be the case, and the contribution of the divi-
dend to total return remains 1/3, then future stock re-
turns will be less robust than they are presently. Time 
will tell how these things play out. For now, the market 
seems carefree, so enjoy it. 

(Continued from page 1) 

I n a world with interest rates near zero, or even 
less than zero in some cases, it may be difficult to 
consider cash an asset. But it most certainly is an 

asset, and an important one in your Tandem portfolio.  
We never allocate to cash. We have no view of the 
market that causes us to increase or decrease the 
amount of cash in your portfolio. The amount of cash 
is dynamic, not static or targeted. As more opportuni-
ties to buy than to sell present themselves, cash lev-
els, by default, decrease. Or, when there are more 
things to sell than buy, cash levels will rise. 
 
The return on cash is less important to us than the 
simple availability of cash. Cash cannot go down in 
value and is completely liquid and always available, 
without cost to access. These features are important. 
When opportunities present themselves, the money 
absolutely has to be there! We cannot afford any fluc-
tuation in or risk to principal. It simply has to be availa-
ble when we need it. 
 
Prior to the COVID crisis and the Federal Reserve’s 
response to it, Tandem was able to better manage 
returns on cash without risking principal or liquidity. 
During the financial crisis, the vulnerability of money 
market funds was exposed. Most had previously as-

sumed that money market funds protected principal. 
During the crisis, some funds owned assets that lost 
value, thereby causing the fund itself to be worth less 
than stated value. 
 
In response to this, most custodians now use some 
form of a Bank Deposits program instead of a money 
market fund, because bank deposits are insured by 
the FDIC and money market funds are not. In normal 
times, a Bank Deposits program will yield less than 
money market funds. So, prior to COVID, Tandem was 
able to either use money market funds invested in 
government obligations, or directly invest in Treasury 
bills, to produce a higher yield on a portion of the 
cash in the portfolio. We actively managed how the 
cash in a portfolio was invested. 
 
Now that the Fed has reduced rates virtually to zero, 
the yield on short-term Treasury securities is actually 
less than the yield on the Banks Deposits program in 
your portfolio. Believe it or not, your cash is safe, liq-
uid, protected and providing a competitive rate of re-
turn. When other instruments with similar characteris-
tics again yield more than Bank Deposits, we will 
move a portion of your cash to the appropriate vehi-
cle. But for now, you are in the appropriate place. 

A Reminder About Cash as an Asset in Your Portfolio 

Please check our other commentary at https://tandemadvisors.com/commentary/. Billy Little writes the 
monthly Observations, Ben Carew writes the fortnightly Notes from the Trading Desk, and everything is rec-
orded by Margaret White. We also have a podcast called Tandem Talk, so please give us a listen! 
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 5 Year Annualized Dividend Growth for Tandem’s Holdings by Strategy 
from Q2 2016 to Q2 2021 

 

Tandem’s average dividend-paying holding has increased it’s dividend by 9.67% on an annualized basis for the last 5 years. 

Large Cap Core 5 Yr. Annualized  
Dividend Growth 

Company Dividend Growth 

Abbott Laboratories 11.60% 

AbbVie, Inc. 17.93% 

Accenture Plc 9.86% 

Automatic Data Processing 11.90% 

Becton, Dickinson 4.69% 

BlackRock 12.52% 

Brown & Brown 8.59% 

Brown-Forman Cl B 5.71% 

CBOE Global Markets 12.80% 

Comcast 12.70% 

Costco 11.91% 

Dollar General 10.93% 

Ecolab Inc. 6.52% 

Essential Utilities 7.09% 

Expeditors International  7.71% 

FactSet Research 10.40% 

Hormel Foods 11.06% 

Intercontinental Exchange 14.19% 

Johnson & Johnson 5.79% 

Microsoft 9.24% 

National Retail Properties 3.63% 

NextEra Energy 12.10% 

T. Rowe Price 14.87% 

Raytheon Technologies NA 

Republic Services 7.21% 

ResMed 5.39% 

J.M. Smucker 6.08% 

Stryker 10.64% 

Walgreens Boots Alliance 5.36% 

Waste Connections 16.14% 

Average 9.81% 

Companies not paying a dividend on 
6.30.2016, or that have restructured since 
then, are NA. All companies in Large Cap 
Core currently pay a dividend. 

Equity 5 Yr. Annualized  
Dividend Growth 

Company Dividend Growth 

Abbott Laboratories 11.60% 

AbbVie, Inc. 17.93% 

Accenture Plc 9.86% 

Automatic Data Processing 11.90% 

Becton, Dickinson 4.69% 

BlackRock 12.52% 

Brown & Brown 8.59% 

Brown-Forman Cl B 5.71% 

CBOE Global Markets 12.80% 

Check Point Software Tech NA 

Comcast 12.70% 

Costco 11.91% 

Dollar General 10.93% 

Ecolab Inc. 6.52% 

Essential Utilities 7.09% 

Euronet Worldwide NA 

Expeditors International 7.71% 

FactSet Research 10.40% 

Fiserv NA 

Hormel Foods 11.06% 

Intercontinental Exchange 14.19% 

Johnson & Johnson 5.79% 

Laboratory Corp of America NA 

Microsoft 9.24% 

NextEra Energy 12.10% 

O'Reilly Automotive NA 

PayPal Holdings NA 

T. Rowe Price 14.87% 

Raytheon Technologies NA 

Republic Services 7.21% 

ResMed 5.39% 

Henry Schein NA 

J.M. Smucker 6.08% 

Stryker 10.64% 

Tyler Technologies NA 

Verisk Analytics NA 

Walgreens Boots Alliance 5.36% 

Waste Connections 16.14% 

Average 10.03% 

Mid Cap Core 5 Yr. Annualized  
Dividend Growth 

Company Dividend Growth 

Becton, Dickinson 4.69% 

Brown & Brown 8.59% 

Brown-Forman Cl B 5.71% 

CBOE Global Markets 12.80% 

Check Point Software Tech NA 

Ecolab Inc. 6.52% 

Essential Utilities 7.09% 

Euronet Worldwide NA 

ExlService Holdings NA 

Expeditors International 7.71% 

FactSet Research 10.40% 

Fiserv NA 

Hormel Foods 11.06% 

Laboratory Corp of America NA 

National Retail Properties 3.63% 

NV5 Global Inc. NA 

O'Reilly Automotive NA 

T. Rowe Price 14.87% 

Republic Services 7.21% 

ResMed 5.39% 

Henry Schein NA 

J.M. Smucker 6.08% 

Stryker 10.64% 

Tyler Technologies NA 

UMB Financial Corp 5.49% 

Verisk Analytics  NA 

Waste Connections 16.14% 

Yum! Brands, Inc. NA 

Average 8.47% 

The list of holdings above for Tandem’s 3 
strategies are as of 6.30.2021. These lists 
do not constitute investment advice, nor 
do they represent performance of any 
Tandem investment product. FactSet is the 
data source for the above calculations. 

I n May, Julia Hoffman joined Tandem as a Com-
munications Associate. A native of Hingham, MA, 
Julia is a recent graduate of The College of 

Charleston, where she received a BA in Communica-
tion and a minor in Writing, Rhetoric, and Publication.  
Welcome to Tandem, Julia. 
 
Annie Klopstock joined the Tandem team in June as  
an Investment Operations Specialist. A native of Wal-
nut Creek, CA, Annie is a recent graduate of San Die-
go State University with a BA in Quantitative Analysis 

Economics and a minor in Statistics. Welcome to Tan-
dem, and the East Coast, Annie. 
 
We are also excited to have interns back. This sum-
mer we are joined by André Limón, a rising Senior at 
The College of Charleston. He is double majoring in 
mathematics, with a statistics concentration, and data 
science while minoring in finance.  We are also joined 
by Grant d’Adesky, a rising Junior at Emory Universi-
ty. He is pursuing a double major in Business Admin-
istration and Classical Guitar. Welcome interns! 

Tandem News 



 

 

KEY MARKET DATA 

  6/30/2021 % Change % Change % Change 

  Close 1 Year 3 Years 5 Years 

S&P 500    4,297.50  38.62% 58.09% 104.75% 

Dow Jones Industrial   34,502.51  33.66% 42.15% 92.43% 

NASDAQ   14,504.00  44.19% 93.12% 199.50% 

Russell 2000     2,310.55  60.30% 40.62% 100.58% 

S&P 500 VIX 15.83 -47.98% -1.62% 1.28% 

FTSE Asia Pacific 406.25 32.29% 25.51% 60.33% 

FTSE Europe      6,157.73  30.16% 7.19% 28.63% 

FTSE World 847.05 37.61% 43.41% 81.17% 

Bitcoin $35,043.50 282.96% 448.28% 5093.94% 

U.S. Dollar Index 92.43 -5.05% -2.03% -3.92% 

Crude Oil $73.47 87.09% -0.92% 52.02% 

Euro/Dollar* 1.19 5.56% 1.47% 6.76% 

YIELD TABLE 

 
Current 3 months ago 1 year ago 

3-month Treasury Bill 0.04% 0.03% 0.16% 

2-year Treasury Note 0.20% 0.15% 0.19% 

5-year Treasury Note 0.84% 0.82% 0.34% 

10-year Treasury Bond 1.52% 1.61% 0.73% 

30-year Treasury Bond 2.16% 2.34% 1.49% 

Prime Rate 3.25% 3.25% 3.25% 

Federal Funds Rate 0.08% 0.07% 0.08% 

Discount Rate 0.25% 0.25% 0.25% 

The data used to compile the above tables come from publicly available 
sources. Tandem believes it to be reliable, but makes no such assertions. 
Such data is not meant to imply past or future performance for Tandem or any 
securities market. 

Contact Information: 

 
Tandem Investment Advisors, Inc. 
145 King Street 
Suite 400 
Charleston, SC 29401 
 
(843) 720-3413 
 
www.tandemadvisors.com 

* Negative return represents dollar strength, positive return represents dollar weakness. 
Returns are cumulative, not annualized. 

Past performance is no guarantee of future results. Indices are unmanaged and not available for direct investment. They are shown or 
referred to for illustrative purposes only and do not represent the performance of any specific investment.  


