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Investing in a changing world 
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A Visit with Ralph Wanger 

Investing is an interesting and challenging profession.  In my 40-year career, I have had the opportunity to 
become acquainted with many talented investors and a few brilliant individuals.  As in other professions, 
there are a select few individuals who stand out above the crowd.  One such person is Ralph Wanger, a 
Chicago child prodigy who holds both an undergraduate degree and an MBA from MIT. 

Ralph was the founding manager of the Acorn Funds, a Chicago-based small cap mutual fund company. 
During his 33-year tenure (June 1970-September 2003), Acorn Fund (ACRNX) became the most 
successful domestic mutual fund and was ranked by Morningstar as the No. 1 fund for this period.  Ralph 
achieved a 16.3% average annual return out of 156 mutual funds, nearly doubling the S&P’s return. 

Ralph Wanger is not as well known outside of the investment profession as is his contemporary, Warren 
Buffett. However, in a poll of investment professionals a few years back, Ralph was selected by a small 
margin over Mr. Buffett as the person professionals would choose to manage their personal money.  

Squirrel Chatter was the quarterly newsletter of the Acorn Fund.  In that letter Ralph often articulated his 
views and thoughts on esoteric subjects and used unique illustrations to demonstrate sound investment 
practices.  In his final Squirrel Chatter essay (September 30, 2003), Ralph provided an interesting 
metaphor.   

Investing involves forecasting the future, but forecasting is an uncertain and sloppy process.  While 
discipline is important, you need a lot of creativity as well. 

Predicting the future does not require a fortune teller with a crystal ball.  It is more like watching a 
skilled athlete.  When you go to a baseball game and a batter hits a fly ball to left field, the fielder will see 
the ball heading his direction and, by experience, run to where the ball is going to land and make what 
looks like a routine catch.  The fielder has to predict the flight of the ball, which for a physicist would 
require solving a complicated equation, but the player shows that it is not an impossible task.  Like the 
outfielder, we have figured out where trends are likely going to land with reasonable success.  As in 
baseball, the ball can elude the fielder and the batter ends up on second base.  Sometimes our analysts 
miss the ball too, but for the full season we tend to catch more balls than we miss. 

Two other important elements of Ralph Wanger’s investment success were discipline and creativity. 

It is widely believed that we should diversify and balance our investments.  We balance stocks vs. 
bonds, growth stocks vs. value stocks, big-cap vs. small-cap stocks, and U.S. stocks vs. international, 
but it is unusual to think of the balance between discipline and creativity; yet this balance is what I 
believe brings good investment results.  Discipline without creativity is sterile—you tend to get an 
index fund. 
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In early October 2010, I had the privilege of staying with Ralph at his flat in Chicago.  It was, of course, 
great to reestablish a relationship with him and listen to his current perspectives.  In our discussions, 
Ralph articulated the following future trends: 

 The U.S. Dollar will decline in value over time relative to stronger currencies. 

 Higher domestic monetary inflation is likely in the future. 

 Domestic economic growth (GDP) could be low for many years. 

 The current political bifurcation and stagnation inhibits individual and corporate planning. 

 Proper diversification is critical.  Ralph asked, “Would you invest in only one company, in one 
industry, in one country?” 

Like the skilled baseball player in Ralph’s metaphor, we must attempt to determine where the ball is 
going to land.  Assuming that the “Oracle of Chicago” is close to the mark regarding the economic and 
political trends, we must decide where to properly position ourselves within the investment field.  

 Carefully measure exposure to dollar-based assets. 

 Own companies with strong cash flow and increasing dividend payouts.  

 Allocate substantial capital into international companies and emerging markets. 

 Own assets that have inflation protection. 

 Maintain a balance between discipline and creativity. 

As the world enters the second decade of the 21st century, the challenges are significant.  Our nation’s 
economy has survived the “Great Recession” of 2008-2009. Many issues of past excesses including 
personal and government over-spending, deficit financing, trade imbalances, high unemployment and 
political bifurcation continue to be enormous challenges. 

It is within this economic and political environment that we must allocate capital and manage risk. The 
sage advice of Ralph Wanger provides beneficial insights so that we may be good stewards of our 
investment assets. 

All of us at Summa wish you good health and prosperity in the New Year.  Thank you for your continued 
trust and confidence. 

- Roger Johnson 

 

 


