
 

 

First Principles First 

 

" I learned to scent out what was able to lead to fundamentals and to turn aside from 
everything else, from the multitude of things that clutter up the mind." 

- Albert Einstein 
 

 

 
I take the role of Chief Investment Officer for Biograph very seriously. Between the UK and 
Ireland, we invest over £500m of client money. 
 
Although there’s a [very small] chance I might knock the lights out with some inspired 
fund or stock picks that make our clients fortunes, if you were to build up the role of the 
CIO of a financial advisory practice from first principles, the result becomes inevitable… 
 

1.  

We could of course put all our client money is state-guaranteed savings accounts and 
bonds, but we’d be guaranteeing them a lower purchasing power of that money when they 
go to spend it. 
 
Our clients’ investments need to generate returns to fund retirements, educations, 
businesses, weddings, injury recoveries, sabbaticals,…their lives. This means we need to 
ensure there is growth in our clients’ capital. 
 



 

 

Another guarantee – humans as a whole will always be creative, ambitious, and 
competitive. This is reflected in businesses; built to bring their creations to life (e.g. 
Apple), make them money (e.g. Berkshire Hathaway), or be better than the competition 
(e.g. Amazon). 
 
The most reliable way we know to consistently grow your assets over time is tap into this 
reflection; to own a piece of capitalism. 
 
Therefore, there needs to be money in the stock markets. 
 
 

2.  

Every client has different cash needs, different attitudes to volatility and drawdowns, and 
different timeframes. 
 
We know stock markets will have downturns. 
 
Therefore, we need to have a certain amount of money (from 0% up) in cash and fixed 
income. 
 
 

3.  

Earning positive returns by definition brings some element of risk, so these investments 
also need to not crash to catastrophic numbers. 
 
The best route to catastrophe is concentrated investments. 
 
Therefore, the allocations need to be diversified. 
 
 

4.  

Every client comes to us with a different situation, different family structures, different 
careers, different tax considerations, and different objectives. 
 
Therefore, the investments need to part of a bespoke financial structure, built for 
each client’s particular conditions. 
 
 
 



 

 

5.  

Funds are one of those rare purchases where paying a premium price tends to result in a 
worse product. 
 
It’s a twisted version of the false economy principle. 
 
You buy a Patagonia jacket, which costs perhaps three times more than a similar one, but 
it should be high quality and last forever. And if it doesn’t, you can get it fixed for free. 
While the cheap jacket needs to be replaced. 
 
Unlike Patagonia jackets, the more you pay for a fund, in general, the lower your expected 
returns1. 
 
Why? Aside from the obvious (the fees eating into your returns), you pay a premium for 
stock pickers who have a reputation. But past performance does not indicate future 
performance. 
 
This disclaimer/adage is something I had read and heard a million times, but I learned it 
when I worked at a hedge fund. Thousands of regressions don’t lie. 
 
When it comes to funds: pay less, get more! 
 
Therefore, the investments need to be low-cost. 
 
 

6.  

Finally, every client needs to be able to sleep at night and not anxious about their 
portfolio. 
 
As do I! And I wouldn’t be able to do so if I knew there was an additional layer of risk 
applied to our clients’ investment; unnecessary and added by me. 
 
Fidelity’s research showed that their dead clients outperformed their live ones. 
No chopping and changing, no panicking2. 
 
Do less, get more! 
 
Therefore, the investments need to be disciplined; held for the long-term and 
rebalanced intelligently. 
 



 

 

Conclusion 
 
The role of the CIOFFP (Chief Investment Officer From First Principles) becomes pretty 
straightforward. 
 
Invest in broadly diversified, low-cost portfolios according to each client’s financial 
structure, and stick to the plan. 
 
Boring? I don’t think so. 
 
Perhaps not as exciting as finding the next Nvidia, but the most reliable way for our clients 
to live the lives they want. And get some decent sleep along the way. 
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Risk Warning 

Your capital may be at risk.  

The value of units can fall as well as rise, and you may not get back all of your original 

investment. 
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