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TWST: Begin with a history of The Burney Company.
Mr. Pratt: Sure. The Burney Company was founded in 1974 at 

the conclusion of a 30-year Army career by Jack Burney — General Jack 
Burney. He was a West Point graduate, class of 1946. Jack was personally 
involved with investing in the 1950s, and I will make the claim, he is the 
world’s first committed, quantitative investor. He was building analytical 
models not that different than the models we use today to select stocks 
back in the 1950s when a database consisted of a library or brokerage 
house with their reference material, S&P tear sheets and what not and his 
West Point issued slide rule.

It’s probably the case that everybody else was much too smart to 
do all that hard work back then before technology made it more convenient. 
Jack was very successful with that quantitative investment process. I think 
everybody that knew Jack during his military career realized that he would 
launch an investment company like The Burney Company upon his 
retirement, which he did in 1974. And he continues to lead the company as 
the Chairman of the board to this day, at 90 years young.

TWST: What are your responsibilities currently? 
Mr. Pratt: So basically as the President of the company I am 

responsible for overseeing that support organization. Most of our energies 
are allocated toward what I’ll classify as the analytical side of things. We 
have a proprietary process for selecting stocks. Jack Burney invented this 
process almost 60 years ago now, and that requires a certain amount of 
maintenance and updates.

Briefly, it’s a persistence-based modeling process where 
essentially we are looking back over a period of years and finding and 

determining the factors that are influencing different-than-average return of 
like companies within industry groups. We are building 50-factor models 
that capture that information, and then we rate companies according to that, 
so companies that get a high rating are companies that have attributes that 
are similar to the better-than-average performing companies of the past 
several years, and the lower-rated companies have the less attractive 
characteristics. That is the bulk of our analytical work.

There is also a fair amount of independent research and 
development, where we’re either fine-tuning that part of our process, or 
providing our portfolio managers with intel with respect to size and style 
positioning. We’ve got an almost-Ph.D. in charge of the R&D part of it. 
And then within our analytical group staffing, we’ve a long-time associate 
Bill Stewart, who’s in charge of running the analytical operations on a 
day-to-day basis. He is essentially a computer specialist, because much of 
what we do now is automated.

Bill is also our Chief Compliance Officer, and we have a full-
time compliance staff member to assist him. Regulatory support is one of 
the responsibilities of the core company. And then from a marketing 
standpoint, that’s more just occasional, it’s the website, it’s the social 
media, it’s the brochures and that type of thing.

TWST: Can you give a closer look at your proprietary 
process for building portfolios?

Mr. Pratt: So the proprietary part of our process is involved 
with the stock selection, which is one part of building a portfolio. More 
important than that, more weighty than that are positioning portfolios 
with respect to size and style — big versus small, value versus growth 
— and then the sector tilts we have.
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The Master Portfolio is a portfolio that Jack Burney has personally 
managed since 1974 and continues to manage to this day, and it has a 
consistent value influence. Jack is a committed value investor, but also with 
a tendency toward small and midcap stocks. If you look at the market 
opportunity over long periods of time, owning small and midcap stocks and 
separately owning value stocks is the surest way to maximize returns, and 
the Master Portfolio is the way that we offer that to 
our clients. Clients that opt for the Master Portfolio 
will get an exact replica of the portfolio that Jack runs 
with those biases built in.

Most of the portfolios we run are not 
Master Portfolios; they are instead customized 
portfolios. Most of the portfolios that we run will 
differ from the Master Portfolio in the sense that it 
will not always be small and midcap and value-
tilted; sometimes it will tilt toward large stocks, and 
sometimes it will tilt toward growth. We call that 
process Size and Style Responsive — SSR.

So the majority of our accounts today are 
run in an SSR-type manner, where we are going to 
move big to small and value to growth over time, 
with again the stock picking part underlying all of 
that. Many of our clients will impose constraints in 
our process. They maybe don’t want to own this kind 
of company, or they already own a big block of a 
company that they worked for during a long career, 
and they want us to build a portfolio that diversifies 
around that. So the majority of our portfolios will be 
customized, but off of our SSR framework.

TWST: Can you share any specific 
holdings that exemplify both the SSR Strategy and in the Master 
Portfolio? Are there any holdings that overlap between the two?

Mr. Pratt: Quite a few. There is sort of an attempt to diversify 
the two portfolios because many of our clients will own both of these. So 
owning exactly the same stock in our SSR portfolio as is in the Master 
decreases our opportunity to a certain extent to diversify. But there 
inevitably will be some overlaps. I think the typical way that we will get 
an overlap is we’ll buy a position for an SSR client and then around the 
same time typically Jack might buy that for the Master Portfolio, so you 
end up with that, too; it would rarely happen the other way around.

TWST: Can you share holdings that exemplify the process 
from SSR and Master that show how your approach plays out?

Mr. Pratt: Yes. So the individual positions, and this is the part 
that’s going to get — well, the individual positions are sort of bit players, 
if you will, in the overall scheme of things. And I should have mentioned 
this earlier; one of our philosophies is to always be fully invested to the 
market. Ten, 20 years later, clients will hold us accountable on a relative 
performance basis to a fully invested index. Running any material 
amount of cash is going to make succeeding in that comparison 
increasingly difficult. So we’re fully committed to equities.

The big difference isn’t really in the individual stocks, it would 

be hard to go through and pick out the individual stocks that represent the 
differences. I think that the bigger difference would be with respect to the 
sense that the Master Portfolio tends to stay relatively stable in its size and 
style posture, whereas the SSR portfolio is going to change over time. The 
market has a cyclical dynamic with respect to both size and style, so the 
market will rotate from value to growth and then back to value, same thing 

with respect to size. The length of the phase 
favoring one side or the other will vary between 
those two cycles.

For most clients what they are looking for 
are two things. They are looking for excess returns. 
In order to capture that, you need to make — I will 
call it bets — you need to make certain adjustments 
to a portfolio that make it different than an index. By 
doing this, you create the risk of being different in a 
bad way, different in the underperforming way 
instead of the desired outperforming way. In the case 
of the Master Portfolio, those bets consistently favor 
small and value. 

TWST: What are some holdings that 
have outperformed in either the Master 
Portfolio or the SSR Strategy?

Mr. Pratt: In the Master Portfolio, our 
best-performing position since we acquired it is 
UnitedHealth (UNH). It was bought in 1999, so 
that’s an example of really the ideal position 
where you buy it, in this case 15 years ago, and it 
continues to rate well throughout that entire 15-
year period. The cost basis of UnitedHealth in the 
Master is under $7, and it’s currently priced in the 

upper $70s, so it’s had over a 1,000% return.
The second-best position in the Master Portfolio would be 

Toro (TTC), bought in 2002, so another very long-term hold. It’s up 
almost 900% percent since it was acquired. Toro is a lawn-
maintenance company.

And then the next best position is a newer one actually, 
relatively newer — New Market Corporation (NEU). It’s up over 
almost 500% since 2009, when it was acquired. So you can see that those 
are good examples of positions where we’ve had a lot of patience in 
terms of letting those positions run. And actually AutoZone (AZO) is 

even slightly better performing. It’s gained a little over 500%.
In the SSR portfolio, turnover tends to be a little quicker. We 

don’t have any positions in this portfolio that go back 15 years, but we’ve 
got several positions with more than 100% return in a relatively short 
period of time.

TWST: How do you position sector weightings in the 
Master Portfolio versus the SSR?

Mr. Pratt: Typically, in the case of an SSR portfolio, we’ll 
match the sector positioning of the portfolio pretty closely to what an 
index might be of the same size and style posture. The big changes occur 
when we move from value to growth; when over on the growth side, 

“The majority of our accounts today are run in an SSR-type manner, where we are going 
to move big to small and value to growth over time, with again the stock picking part 
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there is much more technology and health care becomes a bigger weight. 
When you move toward value, it’s more financials and basic industry. So 
we will match those sector compositions pretty closely. They typically 
are 10% to 15%, just to give kind of an overall range.

In the Master Portfolio, Jack will use sectors often more 
aggressively, so health care for instance is a 25% allocation in the Master 
Portfolio, industrials are almost 20%. Those are both much larger than the 
tilts that occur in an SSR portfolio. And Jack will do that by design; he will 
look at the very long-term opportunity in the case of health care for instance 
in an aging society and see opportunity there and position accordingly.

TWST: What is your view of the macro trends catalyzing 
growth, or any secular themes where you have seen greater 
opportunity to capture performance? 

Mr. Pratt: Our outlook for equities on an overall basis is 
always going to be positive. We are cognizant of course of the short-term 
downside that will interrupt things periodically, but as a long-term 
proposition, particularly in this current environment with interest rates 
and inflation so low, there is really no other asset class that has any sort 
of chance of keeping up with equities over the next 10, 20 years. So 
we’re very comfortable with the equity prospects on an overall basis.

And then health care would be an example of an instance 
where you can see the “graying of society,” and there is going to be 
economic implications that are related to that, and health care I think is 
the obvious one. There are a couple of positions that Jack added 
somewhat recently that continue to rate well. Eli Lilly (LLY) would be 
a major pharmaceutical. That was a position that he acquired in 2011 
that’s up about 50% so far. AbbVie (ABBV) is another well-rated one 
that has roughly 75% appreciation since 2012, when he acquired it. 
Amedisys (AMED) is the third one. It’s actually had a loss so far, but it’s 
one that continues to rate well that should have good prospects ahead.

TWST: How do your risk-management techniques compare 
in terms of either the Master Portfolio or SSR Strategy?

Mr. Pratt: Risk management techniques, I think when you 
think about that in a classical sense, we don’t employ risk management 
techniques. Again, we’re always fully committed to equities, and that 
subjects us to the market’s periodic downdrafts. Having said that, we 
have a quality bias that comes through our stock-selection process. It’s 
surprising that this is a market inefficiency that persists, but low-quality 
companies as a long-term proposition not only are riskier in the sense of 
greater default risk, they actually as a group are laggards in terms of 

performance. So our portfolios always have a high-quality bias built into 
them, and that gives us some insulation when the market panics. Those 
are the types of stocks that tend to hold up the best during a panic.

There are also cases where certain stocks can become 
overhyped. Go back to the dot-com bubble as an example. It was very 
clear that investors had bid those types of stocks well beyond a 
reasonable range. And so building portfolios that are devoid of those 
hyped positions not only gave us downside protection when that bubble 
burst, but also gives us appreciable upside as well. So while those are not 
risk-management techniques per se, we have a certain amount of 
resilience built in as a result of our process.

TWST: Who is your typical client?
Mr. Pratt: I think The Burney Company is very unusual in this 

regard. We serve retail, mass affluent clients we define as a couple hundred 
thousand to a couple million dollars of investible assets. Almost everybody that 
we compete with today has adopted the planning model. And there is nothing 
wrong with that, but their main job is quite a bit different than ours.

A planner’s main job is basically to spread investments across a 
lot of asset classes and help build wealth to a specific target. In the case of 
The Burney Company, we’re still the same equity money management firm 
that we were decades ago, very focused on maximizing wealth creation over 
time, so for us there is no such thing as enough growth; we are always 
looking to get whatever growth we can out of the period that we’re managing 
through. So it’s professionals and small business owners that are our two 
classic types of clients. It’s regular investors, if you will, that typically in our 
view have a very hard time accessing real equity expertise.

Most planners don’t even make an attempt to build that into their 
process. Many of them have adopted the index philosophy, and again I’m 
not trying to denigrate that, as there is nothing wrong with that, but an 
investor that’s looking for maximizing return opportunity would have a 
hard time finding a firm that offers what The Burney Company does.

TWST: To conclude, anything else you’d like investors to 
know about the firm?

Mr. Pratt: Well I guess the only other part that we’ve perhaps 
not exactly touched on, and this again goes back to Jack Burney, the West 
Point graduate, the career Army officer. There is what I’ll call a code, if 
you will, sort of a moral code that is pervasive at The Burney Company 
in terms of putting client interest and objectives, making them paramount. 
It’s the classic fiduciary model, but we get this in spades, as the company 
was started with Jack’s classmates and other retired military officers. 
There is an honor code that’s part of that world that was imported into 
The Burney Company and instilled in The Burney Company, and I think 
the clients over time can get very comfortable working with The Burney 
Company because they know how aligned we are in terms of making 
sure that their interests are served.

TWST: Thank you. (VSB)
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