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Freedom to Choose, Freedom to Invest 
By John Lunt, President, Lunt Capital Management, Inc.  4 July 2015 
 
I am celebrating the Fourth of July in Berlin, Germany.  We spent the day visiting Check Point Charlie and the Berlin Wall 
Memorial.  This experience was overwhelming.  I remember watching TV on that fateful night in 1989 with a 
combination of excitement and disbelief as Berliners scaled the Wall and ushered in a new era.  The fall of the Berlin 
Wall in 1989 marks the beginning of modern, global investing.  Rather than a world divided by spheres of influence, 
democracy and free markets had triumphed.  Since that moment, large parts of the world became investable for 
corporations and for investors of all sizes.  Many countries were still far from embracing the freedoms enjoyed in the 
West (led by the United States of America).  However, it was broadly accepted that in order to attract desperately 
needed capital, these same countries would need to play by some of the same generally accepted rules as exemplified 
by the West.  
 
It is worth remembering that none of this happens without the blood, treasure, and leadership of the United States of 
America.  November 9, 1989 may mark the beginning of modern, global investing, but the opportunity to ultimately seek 
a better life marks its start on July 4, 1776.  The seeds were planted hundreds of years earlier.  While in England, I was 
able to travel to Oxford to hear a speech commemorating the 800th anniversary of the Magna Carta.  This document 
recognized the freedom of the individual versus the arbitrary wishes of a king.  It took generations for this concept to 
reach its full potential.  It is a core principle of any investing, and its implementation stands as a current barrier and a 
future opportunity for many countries. 
 
During my travels, I have visited the palaces of some of history’s greatest empires, including Versailles in France, the 
Forbidden City in Beijing, and the Topkapi Palace in Istanbul.  While visually remarkable, these emblems of empires have 
reminded me that living in freedom is a relatively new concept in the world’s history. The ability of an individual to 
invest—to be able to save, to grow, and to preserve wealth is literally changing the world.  There is no better example of 
prosperity and promise than the United States of America.  We can certainly point to challenges at home, but I have 
been reminded in my travels that there are still too few truly open societies in the world.  In recent weeks, I have walked 
through the American Cemetery in Normandy, and today I walk along a remaining section of the Berlin Wall.  It 
reminded me of the human cost of tyranny, and of the ultimate cost that freedom often requires.  
 
Recently, I was participating in an interview with a managing editor from a New York magazine.  She had heard about 
our Investment Trek, and she was curious about some of my observations.  I told her that we believe that the United 
States of America is the greatest country in the history of the world, and it has been history’s greatest investment.  If you 
created a list of the ideal attributes and ingredients for investing in a country, the United States would be nearest the 
ideal.  The United States should sit at the core of every investment portfolio. 
 
I also told her that traveling the world would make anyone an optimist.  There are obvious challenges in every country, 
but it has been remarkable to witness the hard work, the innovation, and the optimism that exists in each place.  
Universally, people want to improve their circumstances and to build a better future for their families.  Global 
investment opportunities abound. 
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While no other country rivals all of the key investment ingredients enjoyed by the United States, they do not have to 
meet this threshold in order to be a great investment today!  Markets discount the future, and many countries that are 
on the path towards open societies and free (or freer) markets offer attractive long-term investment opportunities.  
Policy matters because incentives matter.  Countries are differentiating themselves through reforms and policy.  In some 
cases, the influence of large corporations and small entrepreneurs are pushing reluctant governments forward.  Think 
how the world has and will continue to grow and change.  According to World Bank figures in 2014, the U.S. had GDP per 
capita of $54,629.  France sits at $42,736, China is at $7,593, and India is currently at $1,630.  The U.S. will continue to 
grow.  Will France embrace reforms that could push its wealth higher?  What happens when India reaches China’s 
current levels?   
 
Our Investment Trek has highlighted that we are investing in a noisy world.  Not all of the noise is of equal value.  Some 
of the noise seems important now, but will matter little in the long run.  Investing requires the appropriate balance 
between growth and protection for a specific circumstance.  For the long-term growth portion of portfolios, the 
potential for growth should drown out the short-term noise.  Growth often looks messy in the short-term.  Since I am 
writing this in Germany, it seems appropriate to quote Otto Von Bismarck, the first Chancellor of Germany: "Laws are 
like sausages, it is better not to see them being made." (I know there is some dispute about whether he said this, but the 
sentiment fits).  On the subject of making laws, we will disagree with the Chancellor—it is a great privilege to see them 
being made, as long as we understand some of the messiness that accompanies this process. 
 
There are similarities in sausage making, lawmaking, and investing.  All three can be messy!  Some will never eat the 
investment “sausage” because they cannot handle the often painstaking steps and messy, noisy journey often required 
to make a great investment sausage.  Growth investors should worry most about protecting from “unrecoverable” 
losses, not about the noise and setbacks that accompany the long journey of investment growth.  Those unable to 
tolerate the “investment sausage-making” will go growth hungry.  There is no other way. 
 
This is not to downplay the real challenges facing the world.  Time on its own will not compensate for structural 
inefficiencies, corruption, or bad policies.  Our Investment Trek has been valuable in highlighting the difference between 
Customs/Culture versus the Core Ingredients required in a country for successful long-term investing.  While customs 
and cultures will vary, core ingredients include: 

 Protection of property and rights (and the ability to benefit from your efforts) 

 Clarity around rules and regulations (avoiding arbitrary and corrupt implementation) 

 Trust in the currency (price stability—inflation is a common enemy) 

 Infrastructure (not just roads and bridges, but also technology) 

 Disclosure and Transparency 

 We also need to understand productivity and demographics (a discussion for a future letter) 
 
Some investors are scared off by customs and culture that looks different from their own.  They may miss progress made 
by various countries in developing the core ingredients.  Some countries have a long way to go.  We believe that an 
informed process of careful, global investing has the potential to create wealth.  Some countries and companies will 
succeed.  Others will fail.  Sometimes in the short-term, it will be difficult to distinguish between the two.  The history of 
our great nation is filled with stops and starts, and we expect no different for a growing world.  We see a world 
determined to share in some of the prosperity that we celebrate on the Fourth of July.  The world is entering a new 
phase of global investing.  Some of the post-1989 geopolitical and investment assumptions seem to be crumbling.  
However, the opportunity set for global investing is more robust than any time in history.  We look forward to navigating 
these exciting times together. 
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