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Preface  
Why I Wrote this Book 

 

Allow me to introduce myself as Leland Hevner, President of the National Association of Online 

Investors (NAOI) since 1997. I am a certified investment advisor, an author of multiple investing books 

and a teacher of personal investing at the college level. I have taught thousands of individuals how to 

invest using traditional, industry-approved, investing methods. Yet you are about to read a book that 

throws much of what I taught for over a decade in the trash. In this short Preface I explain why I feel 

that significant change in how we invest today is needed and why I wrote this book to make it happen. 

The seeds for this book were planted one cold night in February of 2008 while I was conducting a college 

class on personal investing in the Washington, D.C. area. I had been teaching students how to build 

portfolios using traditional Modern Portfolio Theory (MPT) methods and asset allocation techniques for 

years. Yet during this particular class the stock market was beginning to crash and the portfolios I was 

showing my students how to create were crashing along with it. I saw that the MPT approach had no 

tools for avoiding the disaster that was looming over the market. I was doing my students no favors by 

teaching them how to build portfolios to match a holder’s risk tolerance instead of how to build 

portfolios that could recognize and react quickly to market changes.  

After years of teaching traditional investing methods, I finally had to admit that they simply did not work 

in modern markets. With this realization, I cancelled all future classes and began to search for a better 

approach to investing.  

When I cast a new, critical eye on the world of investing it became obvious to me that much of investing 

today is stuck in the past. I saw that Modern Portfolio Theory, a portfolio design approach seen by the 

financial industry today as “settled science,” was first introduced way back in 1952 for goodness sake! 

And while financial markets had changed significantly since then, the methods we use today to cope 

with them barely changed at all. It became clear to me that the entire field of personal investing needed 

to be updated. And I resolved that this effort would start with me. 

My Market Research 

As I began my search for a new investing approach, I was determined that it would be developed to 

meet the goals of the average person with money to invest, not to meet the revenue generation goals of 

the financial services industry. Therefore, I started my research by going directly to the public and asking 

people what they wanted and needed to become more confident and effective investors. Fortunately 

the NAOI is better positioned than any organization in the market to gather this information. I had 

access to thousands of average investors who were members of the NAOI and scores more who have 

read my books and/or attended my college classes. And since the NAOI is an education organization and 

not a vendor of investment products, we were able to ask objective questions and to draw unbiased 

conclusions.  
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The Public’s Top Goals for a New Investing Approach 

Via extensive interviews and surveys the NAOI collected data related to what the public wanted in a new 

approach to investing. Here were their top goals: 

 A Greatly Simplified World of Investing – People told us that they saw the world of investing as 

being so complex that they had no option but to simply accept the advice given to them by financial 

advisors. They wanted a simpler approach to investing that they could understand and use in order 

to take more personal control of their portfolios and thus their financial futures.  

 

 Higher Portfolio Returns with Lower Risk– In general, people were not happy with the advisor-

provided portfolios that they were given. They saw them as producing mediocre returns with 

excessive risk. Most believed that the market holds far more returns potential than their MPT 

portfolios were enabling them to capture. 

 

 Absolute Protection from Market Crashes – The greatest fear that the public had was the potential 

of losing a significant portion of their savings virtually overnight in a market crash such as the one 

that they experienced in 2008. They wanted a portfolio that automatically got them out of the stock 

market when stock prices started to trend down in a significant manner. 

 

 Lower Management Expenses – Most portfolio owners that we interviewed complained about the 

management fees they were paying. They were not happy with being forced to pay high expenses 

regardless of how well their portfolios performed. Investors could not reconcile the level of 

expenses they were paying with the level of value added by an advisor or mutual fund manager. 

People wanted either lower expenses or more value from those benefiting from these payments. 

 

 Lessen Dependence on Financial Salespeople – The public understands that financial advisors are 

also salespeople. But, because of the complexity of the investing world they see no option but to 

use advisors and buy whatever recommended. They believed that this is resulting in them buying 

investments that benefit the seller more than the buyer. People want this dependence to end. 

 

 Greater Protection against Investor Abuse and Investing Fraud – People told us that they were 

exposed on an almost daily basis to sales pitches for investing products and services that sounded 

too good to be true. They cited advertisements about products claiming that they would not lose 

money in down markets but would still make money in up markets. Was this true or not? They 

didn’t know. People wanted a new approach that made scams, fraud and investor abuse obvious. 

NAOI research clearly showed that average people with money to invest were not happy with how the 

world of investing works today. They felt that they have little to no control of their financial futures and 

that economic and world events could wipe out their savings at any time. They also did not like being 

forced to “trust” investment salespeople to determine their financial futures. In a new approach to 

investing average investors told the NAOI that they wanted significant, fundamental changes.  
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My Research Guidelines 

With a massive amount of data gathered from the investing public and goals defined, I now had my 

marching orders for finding and developing a better approach to investing  

I first tried to meet these goals using traditional Modern Portfolio Theory (MPT) methods. I quickly 

realized that this could not be done. I saw that the MPT goal of designing a portfolio to match each and 

every person’s risk profile without regard to current market dynamics was a severely flawed approach. I 

saw that reducing a portfolio’s risk by using asset-allocation, a method that dictates that at all times a 

portfolio hold both winning AND losing investments, was stopping investors from capturing full market 

returns potential while not protecting them from market crashes. And I saw that MPT’s unquestioned 

buy-and-hold strategy for managing a portfolio made no logical sense at a time when technology exists 

that can enable a portfolio to automatically detect market trends and easily move in and out of markets 

to both grow and protect portfolio value. I also came to understand that the financial services industry 

was quite happy with a status quo that generated for them massive revenue flows. 

To meet the public’s goals I realized that I would have to throw out current investing methods and start 

with a clean slate. The following quote from some unknown pragmatist summed up my thinking nicely: 

“Maybe it’s not always about trying to fix something broken,  

maybe it’s about starting over and creating something better.” 

Market input showed me quite clearly that to empower individuals to take more personal control of 

their financial futures, education was not enough. I needed to change the fundamental methods of 

investing being used today without question. I had no illusions that doing so would be quick or easy. 

The Discovery of Dynamic Investing Theory 

In 2008 I started my search for a better approach to investing. After multiple years of research, I 

succeeded in my quest by developing a simple methodology that met ALL of the goals set for me by the 

public. I call this new approach Dynamic Investment Theory or DIT for short. 

In this book you will learn what DIT is, how it works and how to use the Dynamic Investments (DIs) that 

it creates in order to take more personal control of your investments and achieve returns that today’s 

experts will say are impossible. 

Key to the effectiveness of this new approach is that DIT methods create portfolios that can 

automatically change their holdings based on empirical market observations instead of subjective 

human judgments and the predictions of “experts.” DIT works based on the use of logic and scientific 

methods – not guesses related to future market movements. 

My research showed that when empirical observations replace subjective human decisions in the 

portfolio design and management process, much that is wrong with the world of investing today goes 

away. And a simpler, more profitable, less risky world of investing emerges, one that can produce 20%+ 

average annual returns without excessive risk. You will learn why and how in this book. 
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There Will Be Resistance – Keep an Open Mind 

Dynamic Investment Theory is not a “tremor” in the world of investing; it is a full-blown earthquake. I 

am fully aware that the concepts presented in this book go against much, if not most, of how you have 

been taught to invest for your entire investing career. I am equally aware that this new approach’s 

ability to empower individuals to effectively analyze and question the investment recommendations of 

advisors threatens the business models of many financial organizations. As a result, powerful forces will 

try to discredit Dynamic Investment Theory and warn you not to use it. 

I only ask that you keep an open mind as read this book. Then it will be up to you to decide for yourself if 

Dynamic Investment Theory works better than Modern Portfolio Theory (MPT) in today’s markets. If you 

believe that it does then use it. You will be able to work with Dynamic Investments immediately after 

finishing this book. And this can be done either in conjunction with an advisor or on your own using an 

online broker. 

If I do not convince you in this book of the superiority of DIT over MPT then don’t use it. But you will not 

have wasted your time here. Having completed this book, you will at the very least know that when the 

next market crash occurs and your MPT portfolio value melts, the DIT option exists that can prevent 

such a disaster from ever happening to you again. 

My Goals 

In summary, I wrote this book with two goals in mind. 

My first goal was to develop a superior approach to investing that meets goals given to me by the public 

and empowers them to take more personal control of their portfolios with superior results. I am 

confident that I have met this goal with the creation of Dynamic Investment Theory and the Dynamic 

Investments that this approach creates.  

My second, longer term goal was to restart the evolution of the entire field of investing that has been 

mired in the “mud” of outdated methods for far too long. Hopefully this is just the first of many books 

that challenges the fundamental ways we invest today. We must always view current methods as being 

temporary and useful only until we can create something better. And we should never again declare any 

approach as “settled science” – even the approach that I present here. 

By introducing Dynamic Investments into the financial world, the public now has a choice of working 

with a financial advisor or investing on their own using this extremely simple but powerful new 

investment type. Individuals will also have the choice of either working with organizations that offer 

Dynamic Investments or those that don’t. These choices shift power from the financial services industry 

to an investing public that currently has none.  

Only when you, the investing consumer, have the power to demand better products and services will 

the financial industry be forced to evolve to a level that better serves the needs of the public. I give you 

the power needed in the book you are about to read. 


