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Some of the Bay Area’s best hiking lies just over the Golden Gate Bridge in Marin County. From the peak 
of Mt Tamalpais, down to the shores of Stinson Beach, through the winding valleys of Muir Woods, 
Marin rarely disappoints adventurers. 
 
The unique climate can reward hikers with cloud inversions – when the mix of cold and warm air in the 
valleys inverts, leaving a layer of clouds sitting below a mountain summit.  The boundary between 
clouds and the surrounding bodies of water blurs, and you can often times see the tips of the tallest 
buildings in San Francisco poking through a mass of white and grey mist. 
 
“Man muss immer umkehrer.” 

- Carl Gustav Jacob Jacobi, a 19th century German mathematician 

 
This quote loosely translates from German to English as, “Invert, always invert.” 
 
Jacobi wasn’t referring to the aforementioned meteorological inversion. Rather, he was referring to 
inversion as a way of thinking – a “mental model” – that involves solving an unknown problem by 
inverting a known solution. Or solving the problem backwards instead of forwards. 
 
For example, if you wanted to know the secret to living a long life, the forward way of thinking might be 
to eat healthy, exercise, reduce stress, and surround yourself with loved ones. 
 
Alternatively, you could invert the problem. Instead of asking yourself, “What leads to a long life?,” you 
could ask, “What leads to a short life?”, and avoid doing those life-shortening-things. 
 
For example, by not smoking, your life expectancy increases by a number of years. If you don’t jump out 
of planes for fun, a skydiving accident is one less thing to worry about. Or, as Charlie Munger advocated, 
“The only thing I want to know is where I'm going to die so I never go there.” 
 
Sadly, Charlie went “there” late last year, but the value of inverting lives on. 
 
When counseling clients on their investment needs, we often times find ourselves inverting. 
 
A common question: What’s the key to successful investing? 
 
The forward way of thinking might be to invest with a very long-term time horizon in assets that have 
attractive long-term expected returns. 
 



 

 

 

Agreed. But easier said than done! 
 
The inverted way of thinking would be to ask, “What leads to unsuccessful investing?” and avoid doing 
those things: 
 

- Paying high taxes and fees erodes the compounding process. We try to minimize taxes by 

investing in assets with tax-favorable return streams – deferring capital gains and income 

realization where possible — and prefer to allocate capital to investment strategies with no or 

low additional costs (eg, expenses ratios, manager fees, carried interest, etc). Some amount of 

taxes and fees are unavoidable in prudent asset management, but we do our best to minimize 

them. 

 
- Unforced errors can eat away at investor returns. These mistakes often manifest themselves in 

the form of panicked selling during periods of market duress. We recommend holding ample 

cash reserves and investing with no or low leverage. This typically gives investors time to ride 

out bad markets…rather than react to them. Selling becomes a choice rather than a necessity, 

reducing the probability of making an unforced error. 

 
- Overconcentration means holding too much of your wealth in too few assets. This doesn’t 

always lead to “unsuccessful investing,” rather it increases a portfolio’s volatility – the highs can 

be higher and the lows lower. A more diversified basket of stocks, bonds, and cash can lead to a 

lower, slower grind to wealth accumulation than a more concentrated approach, but it can also 

reduce the probability and magnitude of wealth deteriorating events. 

 
Inverting comes in handy in your personal life, as well. The “right” things to do to foster a happy 
marriage might be a bit mysterious, but most of us can easily spot the “wrong” things. And there’s no 
“right way” to raise your children, but there are obvious choices you want to avoid. 
 
Successful investing, and successful living, are just as much about avoiding mistakes as they are about 
making great decisions. When forward thinking starts making your aspirations feel distant or your 
questions unanswerable, remember, “Invert, always invert.” 
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Mike Burbank’s Awards: 
2017-2022 Barron's Top 1,200 Financial Advisors: State-by-State (formerly referred to as Barron's Top 1,000 Financial Advisors: State-by-State) 
Source: Barrons.com (Awarded 2017-2022). Data compiled by Barron's based on 12-month period concluding in Sept of the year prior to the 
issuance of the award. 
 
2013-2020 Financial Times 400 Top Financial Advisors 
Source: ft.com. Data compiled by the Financial Times based the following time periods: 
     Awarded 2013-2020; data  12/31/12 - 6/30/19 
 
2019-2020 & 2022 Forbes Best-In- State Wealth Advisors 
Source: Forbes.com (Awarded 2019-2020 & 2022). Data compiled by SHOOK Research LLC based 12-month time period concluding in June of 
year prior to the issuance of the award. 
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Please note that the URL(s) or hyperlink(s) in this material is not to a Morgan Stanley Smith Barney LLC website. It was created, operated, and 
maintained by a different entity. Morgan Stanley Smith Barney LLC is not implying an affiliation, sponsorship, endorsement with/of the third 
party or that any monitoring is being done by Morgan Stanley of any information contained within the linked site; nor do we guarantee its 
accuracy or completeness. Morgan Stanley is not responsible for the information contained on the third-party web site or the use of or inability 
to use such site. 
 
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. 
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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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