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I’m not Buddhist, but I have spent considerable time studying Buddhist teachings and incorporating 
many of its principles into my life. One of the principles I keep top of mind is to avoid getting, “shot with 
the second arrow.”  In the Buddhist view, suffering is inevitable. How we react to that suffering, 
however, is within our control. And the Buddhist parable of the second arrow illustrates this. 
 
A simple example is getting cut off by another driver on the road – you’re “shot” with the first arrow. 
You “suffer” (not really, assuming you don’t wreck your car), but the suffering can end there, perhaps 
after a deep breath or two. Or not. You might yell, and flip the bird to the other driver, or lay on the 
horn. Suddenly, your heart is racing, you’re angry, and the initial suffering is compounded by the road 
rage you feel. You’ve been shot with the second, avoidable arrow. Your reaction to the initial suffering 
magnified the effects. 
 
There might be no better example than instilling the trait of honesty in your children. Kids mess up all 
the time. They might do something irresponsible, egged on by friends. Maybe they back your new 
Mercedes into a light pole. Bad enough that their actions caused suffering. But lying about what 
happened worsens the problem. A mistake can be forgiven. Lying about that mistake is harder to 
forgive. Instead of being shot with just one arrow (yes, mistakes are inevitable), the dishonesty worsens 
the pain, and it’s as if they’ve been shot by two arrows – the second one entirely self-inflicted. 
 
This also occurs in the investment world. In our view, “suffering” is a natural accompaniment to long-
term investing. Tom Russo, a noted value investor, incorporates suffering into his analysis of companies, 
believing that a company with a “capacity to suffer” is one with its sights properly trained on long-term 
sustainability. An example is a company that eschews Wall Street’s clamor for quarterly profit growth, 
instead willing to make costly investments that might hurt the stock price in the near term, but that 
have a high probability of strengthening the resiliency, and subsequently greater profit growth, over the 
long-term. Many companies pay lip service to these types of actions. Few actually do them. Companies 
too often try to avoid short-term pain, which in this case is the first arrow, and “shoot” themselves with 
the second arrow – an opportunity to build long-term value that is wasted. 
 
When thinking about the investing we conduct on behalf of clients, similar traits are employed, only in 
this case the “capacity to suffer” takes the form of the ability to withstand market declines. Asset prices 
generally increase over time, at least that is the 100+ year history of stocks in the United States. Hitching 
a ride on that train has been highly profitable for those with a long-term view. But that train ride can be 
scary at times. And the scary times are inevitable, while the ability to sidestep those scary times is nearly 
impossible. Investors are bound to be occasionally shot with the first arrow. 
 
How investors react to those scary times is a choice, and can at times be the single biggest determinant 
to long-term investment success. If properly prepared for getting shot with the first arrow – an 



 

 

 

understanding that market prices move in cycles and do not make linear progress; holding an 
appropriate amount of cash and short term securities to help make it through the lean market years – 
then investors can avoid that second arrow. But reacting to those market declines - radically changing 
strategy; selling assets at bad prices to “stop the pain;” going to the sidelines to “wait out the volatility” 
– can take the form of the second arrow, and compound the near-term pain from market declines into 
the long-term pain of falling well short of investment goals. Advance preparation for the “first arrow,” 
which is inevitable, goes a long way to avoiding the “second arrow,” which is not inevitable. 
 
“If the thunder don’t get you then the lightning will,” lifted from the Grateful Dead’s “The Wheel”, is an 
apt metaphor…stuff will happen. You’ll occasionally get shot with the first arrow. But how you react can 
determine whether you recover, or sink further. We’re pragmatic, we know that first arrow is coming. At 
any time. But we’re vigilant in working to avoid the second – in our relationships with friends and family, 
in taking care of ourselves, and, importantly, in how we think about stewarding clients’ financial 
structures over a long, lifetime journey. 
 
Enjoy your reading and your weekend, and Happy New Year! 
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The information and data contained in this piece are from sources considered reliable, but their accuracy and completeness are not 
guaranteed. 
 
This illustration in this piece is hypothetical and shown for illustrative purposes only. The illustration is not intended to predict the returns of 
any particular investment, which will fluctuate with market conditions. Actual results may differ from those depicted in the illustration. The 
Burbank Hafeli Group at Morgan Stanley Private Wealth Management is focused on serving the investment and financial planning needs of the 
founders of food, beverage, and consumer products companies and private equity and investment banking professionals. 
 
Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors or Private Wealth Advisors do not 
provide tax or legal advice. Clients should consult their tax advisor for matters involving taxation and tax planning and their attorney for matters 
involving trust and estate planning and other legal matters. 
 
Asset allocation, diversification and rebalancing do not assure a profit or protect against loss. There may be a potential tax implication with a 
rebalancing strategy. Please consult your tax advisor before implementing such a strategy. 
 
The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth Management or its 
affiliates. All opinions are subject to change without notice. Neither the information provided, nor any opinion expressed constitutes a 
solicitation for the purchase or sale of any security. Past performance is no guarantee of future results. 
 
This material does not provide individually tailored investment advice. It has been prepared without regard to the individual financial 
circumstances and objectives of persons who receive it. The strategies and/or investments discussed in this material may not be appropriate for 
all investors. Morgan Stanley Wealth Management recommends that investors independently evaluate particular investments and strategies 
and encourages investors to seek the advice of a Financial Advisor. The appropriateness of a particular investment or strategy will depend on an 
investor’s individual circumstances and objectives. 
 
Any type of continuous or periodic investment plan does not assure a profit and does not protect against loss in declining markets. Since such a 
plan involves continuous investment in securities regardless of fluctuating price levels of such securities, the investor should consider his 
financial ability to continue his purchases through periods of low-price levels. 
 
S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad stock market. An investment 
cannot be made directly in a market index. 
 
Bonds rated below investment grade may have speculative characteristics and present significant risks beyond those of other securities, 
including greater credit risk and price volatility in the secondary market. Investors should be careful to consider these risks alongside their 
individual circumstances, objectives, and risk tolerance before investing in high-yield bonds. High yield bonds should comprise only a limited 
portion of a balanced portfolio. 
 
Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally, the longer a bond's maturity, the more sensitive it is 
to this risk. Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, fully or partially, before the 
scheduled maturity date. The market value of debt instruments may fluctuate, and proceeds from sales prior to maturity may be more or less 
than the amount originally invested or the maturity value due to changes in market conditions or changes in the credit quality of the issuer. 
 
Bonds are subject to the credit risk of the issuer. This is the risk that the issuer might be unable to make interest and/or principal payments on a 
timely basis. Bonds are also subject to reinvestment risk, which is the risk that principal and/or interest payments from a given investment may 
be reinvested at a lower interest rate. 
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